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AMENDMENT TO NATURAL GAS ACT 
(Regulation of Imports and Exports) 


THURSDAY, MAY 13, 1954 


Unrrep STatreEs SENATE, 


SUBCOMMITTEE NO. 6 ON BUSINESS AND CONSUMER INTERESTS 
OF THE COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, Dp. C. 


The subcommittee met at 10:30 a. m., pursuant to call, in room 
G16 of the Capitol, Senator William A. Purtell (chairman of the 
subcommittee ) presiding. 

Present: Senators Purtell (chairman of the subcommittee), 
Schoeppel, Monroney and Pastore. 

Also present: Senators Hunt and Watkins; Bertram O. Wissman, 
chief clerk; and Robert L’ Heureux, counsel. 

Senator Purret.. Our hearing will come to order. 

Without objection, a copy of S. 1287 will be inserted in the record 
at this point. 

(S. 1287 is as follows:) 


[S. 1287, 83d Cong., 1st sess.] 


A BILL To amend the Natural Gas Act 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 3 of the Natural Gas Act is 
amended by inserting between the second and third sentences thereof a new sen- 
tence as follows: “It shall not be deemed to be consistent with the public inter- 
est to authorize the exportation or importation of natural gas in any case where 
the Commission finds that such exportation or importation will result in eco- 
nomic dislocation, unemployment, or injury to competing fuel industries of the 
United States.” 

Senator Purrent.. The present standard for determination of an 
application for an order authorizing the exportation or importation 
of natural gas under section 3 of the Natural Gas Act requires that 
the Commission issue the order applied for “unless, after opportunity 
for hearing, it finds that the proposed exportation or importation will 
not be consistent with the public Interest.” 

The present bill would amend this standard by inserting in section 
3 of the act a new sentence as follows: 

It shall not be deemed to be consistent with the publie interest to authorize 
the exportation or importation of natural gas in any case where the Commis- 
sion finds that such exportation or importation will result in economic dislo 
cation, unemployment, or injury to competing fuel industries of the United States. 

The Department of the Interior interprets this new standard as 
having the practical effect of barring absolutely the importation or 
exportation of natural gas. As only Canada and Mexico are coun 
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AMENDMENT TO NATURAL GAS ACT 


tries contiguous to the | nited States, this would affect these two coun- 
tries as well as our own. 


Montana Power Co. is an independent public utility company 
which supplies electric energy, natural gas and other utility services 
in the State of Montana It upplies natural vas to approximately 
37,000 Montana customers, including more than 33,000 domestic users. 
As far as I Lhé » bee li able to determine, the Montana Power (%. at 


present is the als company in the United States which holds a per- 
mit to import gas from Canada, The order authorizing importation 
Wil issued by the Kec ral Power Commission on February D. 1952, 
and the Presidential permit was granted February 2, 1952. 

It is my understanding that Canadian-Montana Gas Co., Ltd., is a 
a wholly owned subsidiary of the Montana Power Co., and owns natural 
gas reserves in five fields of the Pakowki Lake area of southeastern 
Alberta, in Canada. 

At the present time, gas is imported to Montana from three of these 
holdings under limited export permits from the Alberta and Canadian 
Dominion Governments and a limited import permit from the Federal 
Power Commission. ‘These permits a, the sale of this gas to de- 
fense mining and smelting ope ‘rations in Montana. 

Since February 7, 1952, gas has bam apertad into Montana at a 
rate of up to 10 billion cubic feet per year for use in the mines and 
smelters of the Anaconda Copper Mining Co. in Butte, Anaconda, 
and Great Falls. However, this company states it intends to obtain 
more natural gas from Canada if it can. 

Furthermore, I understand other companies whose officials will tes- 
tify at these hearings have plans to obtain natural gas from Canada. 
They will outline their plans to supply Portland, Seattle, Tacoma, and 
other west coast communities in the States of Washington and Ore- 
gon with natural gas produced in the Peace River area of Alberta and 
British Columbia, Canada. Some of the plans include providing 
service to the area of Washington and Idaho in the vicinity of 
Spokane. Hearings have been held by the Federal Power Commission 
upon some of these applications. 

If I am not mistaken, the Pacific Northwest is now the only major 
area in the United States without a supply of natural gas. 

Owners of mines, coal companies, miners, and = ‘ir families and 
the barges and railroads which carry the coal and, in fact, all related 
businesses view with saniiaibiaaalila concern the saniaiian of nat- 
ural gas into that area. I understand they will point out to this 
subcommittee the economic ruin which it will bring to many who 
depend upon coal for subsistence. Natural gas companies, on the 
other hand, will probably point to the advantages of natural gas as 
a source of fuel and energy. 

The subcommittee is faced with a very grave decision. It will have 
to weigh the relative advantages of natural gas and coal from the 
point of view of the national interest. We believe that, during the 
Korean conflict, the Office of Defense Mobilization called the atten- 
tion of the Federal Power Commission to the importance of bringing 
natural gas rapidly into the Pacific Northwest. The Munitions Board 
felt that bringing natural gas from Canada into the Pacific North- 
west, would be strategically desirable in the event of hostilities. There 
are national defense aspects to this problem, some of them, anyway. 
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AMENDMENT TO NATURAL GAS ACT 3 


If natural gas from Canada is not available, there is no assurance 
that this would protect necessarily domestic coal in the Northwest 
area, because natural gas might be made available then from the 
southwestern area of the United States. 

Evidence will be presented here to the effect that the vas reserves 
of the United States are rapidly dwindhne. It will be pointed out 
that, although the valume of proven gas reserves increased from 160 
trillion cubic feet in 1946 to 200 trillion cubic feet by the end of 1952, 
the consumption of natural gas has increased to the extent that the 
indicated life of proven gas reserves has decreased from 32.5 years 
in 1946 gehen | years in 1952. Unlike the discovery of crude oil, which 
has ke} t pace with the increased consumption of oil, the discovery of 
obtnineel gas reserves has fallen far behind the increase in consump- 
tion, from what we have been able to learn. 

One of the things this subcommittee will have to consider is whether 
it is more in the public interest to allow natural gas to come in from 
Canada and Mexico and thus make more natural gas available to us, 
or whether this will cause our own known reserves of natur: alg ras to be 
depleted faster by creating new markets. 

The plight of mineowners, miners, and their families, and other 
related businesses, if natural gas is allowed to displace coal to any 
large extent, makes our deliberations very difficult. All I can say 1s 
that this subcommittee will make an honest effort to determine whether 
present law should be changed or whether the Federal Power Com- 
mission should be allowed, as it is now, to weigh these considerations 
and determine whether the applications should be granted or withheld 
in the public interest. 

We will hear, first, from the sponsor of this bill, Senator Hunt, then 
from other Members of C ongress, the Federal Power Commission and 
the proponents and opponents, in that order. 

Senator Hunt, the subcommittee is pleased to hear your testimony. 


STATEMENT OF HON. LESTER C. HUNT, A UNITED STATES SENATOR 
FROM THE STATE OF WYOMING 


Senator Hunt. I am here tod: ay to ple: ad before the cominittee, of 
which I have the honor to be a member, for amendment of the Natural 
Gas Act to give the Federal Power Commission authority to exclude 
from the United States foreign natural gas, and to prohibit the expor- 
tation of American natural gas, if such imports or exports injure any 
competing fuel industry or domestic trans portation facilities, or cause 
unemployment. 

Mr. Chairman, I think I shall read exactly what my bill would do: 

It shall not be deemed to be consistent with the public interest to authorize 
the exportation or importation of natural gas in any case where the Commis- 
sion finds that such exportation or importation will result in economic dislo- 
cation, unemployment, or injury to competing fuel industries of the United 
States. 

My bill seeks to give the Commission a clear, legislative basis for 
excluding foreign natural gas when it is shown that domestic industry 
would suffer dislocation, unemp yloyment or other injury from such 
imports. Although the Commission already has authority to grant or 
deny import permission, it appears that the Natural Gas Act as now 
written provides no actual, legal basis for excluding foreign natural 


~ 


gas on the grounds of damage to domestic industry. 





AMENDMENT TO NATURAL GAS ACT 





Ing recent years the coal mining and roalroad industries in the 
] ] 
t 


United Sta d more especially in the West, have been under seri- 
Ous econonitle tresses and trall and such condit Ons should hot be 
agvoravated 1) ihe ntroduction of um ecessal’y natural gas, especially 

‘domestic sources can meet all of the fuel requirements without 
dependence oO} foreig) Uppy, al | I know ex ety whereof | speak in 


that statement, Mr. Chairman, for we have excess natural gas in my 


) oO - had my State is cons dered one of the Pacific Northwest 
“1 ( 

1) pena ce ol forelion sources for fuel hot only threatens United 
stat aqustry, 10 threatens our nat onal existence by placing reliance 
on fue ources under domination of foreign vovernments., 

Miv State of Wy yning has been a producer of coal for the past 90 


ve ars. Ay estimated 121 b llion tons ot W voming coal still lie in the 
ground and mining operations are carried on in every one of the 


State’s 23 counties. But in Wvyoming. as in other coal-producing 
States, production today is down and there are fewer jobs in the mines. 
Pavrolls, as a result, are smaller, ind the peopl are in clistress. Let 
me savt s true, not alone ! Wvominge, but if is true in Kentucky, 


Lllinois, West Virginia, Pennsylvania, Utah, Colorado, and W voming. 

Coal produ tion in my State of W voming dropped last year to 
5,263,000 tons from 6,088,000 in 1952 and in 1951 tonnage was 6,430,000. 
Shutdowns and unemployment have been growing. Mine employ- 
ment in 1953 was down to 2.457 men from a total of 2.842 in 1952. In 
1951, there were 3.317 employed. Almost a thousand jobs lost in 2 
vears as a direct result of a drop of more than 1 million tons a vear in 
th produ tion of Wyoming coal. 

Senator Purretst. Where was most of that coal that you are speak 
ing of consumed ? 

Senator Hunt. We shipped a very considerable amount of it into 
this particular area. If vou happen to have been on the streets of 
Seattle, Wash., you will see wagons advertising on the sides of them 
that the coal came from Ro k Springs, W vo. 

Senator Purret.L. Thank you. 

Senator Hunr. This downward trend in jobs in Wyoming, coupled 
with a loss of $1,535,000 in payrolls during the same 2 years, creates 
aserious problem fon all of us who are interested in the future welfare 
of the West. It demands that we be extra vigilant in protecting our 
still existing domestic industry. 

Mr. Chairman, IT have seen the day in Wyoming when we had better 
than 9,000 men employed in our mines. 

Let me say to you, Mr. Chairman, I have given you a résumé here 
of the situation as of 1951, 1952, and 1953. but the real trouble is in 
1954 when our mines are not only lessening production, but many of 
them are closed. They may be closed forever, Mr. Chairman, because 
it is exceeding] difficult for a mine to be closed for a period of time 
and then be successfully operated again. 

I want to say to you, Mr. Chairman, that some of these mines being 
closed were the very best mines in the whole of the United States and 
in 1942,°I believe it was, when we had the catastrophe in southern 
Illinois, the Secretary of the Interior directed the closing of every 
mine in the United States until they could be reexamined for safety. 
There were two mines not closed. I am speaking of those two mines 
in Rock Springs, Wyo. 
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Senator Purret,. And they are presently closed ? 
senator Ht Nt. One of them Is and one of them is working just 
the day shift, but the other mines are ¢ losed. 


Only by legislation, through amendment of the Natural Gas Act. 


} = 1 . 
can the public interest be protected. One important point may be 
noted in connection with my proposal to amend the act. It does not 
ek to Inipose a le@islative embargo on IM portati1o of natural as. 


Nor does it interfere in any way with the national foreign trade policy 
le program. 

It seeks one voal only. To establish criteria for the culdance of the 
Federal Power Commission in the exercise of 3 


grant or deny import authority. 


or rec procal trac 


Its present power to 


My bill, s. 1287, seeks to amend the act with these words: 


It shall not be deemed to be consistent with the public interest to authorize 
the exportation or importation of natural gas in any case where the Com- 
mission finds that such exportation or importation will result in economic dis 
location, unemployment, or injury to competing fuel industries of the United 


States, 

I now propose to revise this amendment, to make it more inclusive 
and to give greater protection to our domestic industries. To be truly 
effective, I believe S. 1287 should read: 

It shall not be deemed to be consistent with the public interest to authorize 
the exportation or importation of natural gas in any case where the Commission 
finds that such exportation or importation will result in economic dislocation, 
unemployment, or injury to any segment of competing fuel or transportation 
industries of the United States, 

The words “any segment of” and the words “or transportation” are 
the words I propose to be inserted for the purpose of broadening the 
protection afforded industry in this country against possible damaging 
inroads of foreign compet ing fuels. 

Senator Purrentt. May I ask the Senator, is that the only way in 
which this is modified or changed, just by the inclusion of the words 
“or transportation” in this amendment é 

Senator Hunt. Practically so, Mr. Chairman. 

Senator Purren. Thank you. 

Senator Hunvr. In my State at the present time we are not only 
giving surplus commodities to our miners out of work, but we are now 
supplying commodities, surplus commodities to railroadmen out of 
work and, as the chairman well knows, surplus commodities to the 
unemployed are being given not just in my State but in all States 
where these coal mines are adversely affected. 

I also have here, and would like to place in the record, a resolution 
of 11 Wyoming State senators urging the legislation I have advocated 
here this morning. 

I should like to say to you that I have never introduced a bill that 
apparently has created as much favorable comment and brought to 
me as many endorsements of that legislation as I have here this morn- 
ing, and I ask permission of the committee at this time to have this 
matter inserted in the record, and I am submitting a list of the various 
communications and telegrams by name and address for the help 
of the committee. 

Senator Purreti. It will become a part of the record, Senator. 





AMENDMENT TO NATURAL GAS ACT 





(Resolution of 11 Wyoming State senators is as follows:) 


RESOLUTION 


Whereas there is now pending before the Federal Power Commission appli- 
eation seeking authority to permit importation of natural gas from Canada into 
the United States; and 

Whereas annual shipments of coal from Western States mines, particularly 
from the States of Montana, Utah, Washington, and Wyoming into the area 
which gas applicants propose to serve represent an average of 3,750,000 tons of 
coal shipped annually ; and 

Whereas should these applications meet approval of the Federal Power 


Commission, Goal shipments from our State and sister States will cease; and 
Whereas the effect will result in economic dislocation, unemployment, and 


injury to competing fuel industries: Now, therefore, be it 
Resolved by the senators of the 32d legislature from the coal-producing 
counties of the State of Wyoming, That the Natural Gas Act (Public Law No. 
6SS, 75th Cong.) be amended by the insertion of the following new material: 
“It shall not be deemed to be consistent with the public interest to authorize 
the exportation or importation of natural gas in any case where the Commis- 
sion finds that such exportation or importation will result in economic disloca- 
tion, unemployment, or injury to competing fuel industries of the United 
States”: be it further 
Resolved, That this resolution be sent to Senators Lester C. Hunt and Frank 
A. Barrett and Congressman William Henry Harrison with the request that 
they take whatever action may be necessary to carry into effect the purpose of 
this resolution. 
In witness whereof we have hereunto set our hands this 20th day of Febru- 
ary 1952 at Cheyenne, Wyo. 
Hion. Rudolph Anselmi, Rock Springs, Wyo., Hon. Mervin Champion, 
133 West Whitney, Sheridan, Wyo., Hon. A. B. Ewing, Sheridan, 
Wvyo.,Hon. Allen Hunter, Gillette, Wyo., Hon. Louis Boschetto, 
817 7th Street, Rock Springs, Hon. Platte Wilson, Kemmerer, 
Wyo., Hon. A. C. Harding, Moorcroft, Wyo., Hon. Duward Jones, 
Thermopolis, Wyo., Hon. Fred G. Carruth, Evanston, Wyo., Hon. 
Frank C. Mockler, Dubois, Hon. R. L. Greene, Buffalo. 


Signers of February 20, 1953, resolution at Cheyenne sent us by Rudy Anselmi. 


Senator Hunt. This resolution calls for amendment = the Nat- 
ural Gas Act to prohibit export or import of natural gas in any 
instance where the Commission finds such « export or aaa would 
“result . economic dislocation, unemployment, or injury to compet- 
ing fuel industries of the United States.” 

What I am suggesting, Mr. Chairman, is nothing new and, by the 
way, with reference to ae I ask permission at this point 
to insert in the record a statement as of December 23 showing the 
Pennsylvania Railroad tt income drops 80 percent in the month as 
compared with the same month of the preceding year; and I would 
like to submit another statement with reference to their losses as of 
May 1, 1954. I do that because the Pennsylvania Railroad serves 
the great coal-mining area. 

Senator Purretz. It will be made a part of the record, Senator. 

(Newspaper articles concerning Pennsylvania Railroad are as 
follows:) 

{Washington Star, December 23, 1953] 
PENNSY Net INCOME Drops 80 PERCENT IN MONTH 

PHILADELPHIA, December 23.—The Pennsylvania Railroad, America’s largest, 
today reported that net income for November was nearly 80 percent less than the 
same month last year. 

The railroad disclosed net income of $1,063,178 compared to $4,958,600 for 
November, 1952, and blamed the decline on reduced freight and passenger 
revenues, a decrease that started in October. 
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However, the railroad noted that net income for the first 11 months of this 
year had increased about 9 percent—from $29,349,526 in 1952 to $32,834,344 
this year 


May 1, 1954] 
PENNSYLVANIA RAILROAD HAs Bie Loss 

Pennsylvania Railroad reported a loss of $9,975,504 for the 3 months ended 
March 31. This compared with a profit of $6,102,111, or 46 cents a share, in 
the same period last year. 

Northern Pacific Railway reported a March net income of $655,954 as com 
pared with $2,011,617 in the same month last year 

Senator Hunr. Mr. Chairman, my bill is perhaps a little new in 
its approach but it is time, I think, that we, as members of the United 
States Senate, begin to look to the protection of American Industry 
and the American people, and we do this in various ways for other 
industries. 

We have certain rules and regulations with respect to pestectons 
our ships that carry cargoes, that they shall not lose all of their busi- 
ness. We have tariffs protecting industry and protecting some agri- 
cultural products. We have methods of quotas established to pro 
tect the domestic sugar beet producer and I could go on and on. 

The chairman mentioned Montana Power and their permit to bring 
gas into Montana from Canada. 

I was in the Senate at that time and my understanding was that 
it would not be used by private consumers in their own homes. It 
was admitted as an effort to help production, to get things rolling 
for the Korean war, and I am very hopeful that the Montana Power 


Is staying tl 





| o well within the limits of the order th Vy gave them, the 
order to permit the importation ot that power. 

Senator Purrett, My reason for the rather lengthy opening state 
ment Was so that we could get at this time an understanding of the 
information we had available to us in this ease and I felt would be 
elaborated on in the hearing. 

Senator Hunr. I think it is a very appropriate statement, Mr 
Chairman, and I thank you for the time allotted to me. 

I should like to say that I have a memorandum from Congressman 
Stringfellow, of Utah, whose father’s funeral took place just recently, 
and up to this moment he has not been able to appear for the hearing. 

Senator Purrett. We will be glad to hear the Congressman at any 
time he arrives. 

Senator Scnorrret. Might I say, Mr. Chairman, that I want to 
apologize for being a few minutes late. 

I was in Kansas yesterday and en route back and had I had a little 
bit better schedule I woul | have been here at the time of your open 
ing statement. 

Senator Hunr. I will read your statement with much interest be- 
cause I am also interested in the approach you are making here be- 
cause much interest oy been manifested in my State with reference 
to the exportation of gas beyond the capacities that many in my 
State think should be pereniihed in order to safeguard some of the 
terests. the economic factors, and the industrial development shat 
coul | be predic rated upon a long-range \ view and the use of oas if they 
could be assured a sufficient supply would b — re. 

Senator Purretn. Thank you again, Senator Hunt. 
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We have with us _ senior Senator from Utah, Senator Watkins, 
and we Woul ll like t y he ave you presel ib Suc h statement as you wish. 


STATEMENT OF HON. A. V. WATKINS, A UNITED STATES SENATOR 
FROM THE STATE OF UTAH 


Senator Watkins. Mr. Chairman, I would like to endorse fully 
the statement made by the senior Senator from Wyoming, Senator 
Hunt. I think he has done a very fine job in presenting the case in 
outline for the people of the intermountain areas particularly where 
we have such large coal reserves 

I am happy to have the opportunity to appear before your com- 
mittee today and indicate my support for legislation to amend the 
Natural Gas Act, so as to give the Federal Power Commission author 
ity and a directive to regulate the exportation and importation of 
natural gas in order to prevent injury to our domestic fuel produc 
ing and transporting industries 

I am aware of the fact that both management and labor of various 
major industries, such as the coal mines, the railroads, and the steam- 
ship companies, are behind this measure. I have a file in my office 
bulging with statements from various labor unions, trade associations 
and individuals of my State urging the passage of this bill. 

The need for this legislation stems from the fact that there are 
several applications pending before the Federal Power Commission 
for the authority to import a large amount of natural gas into the 
northwestern part of the United States. The Federal Power Com- 
mission does not have any regulatory standard by which to measure 
the advisability of rejecting these applications. This bill will estab- 
lish a standard by amending the Natural Gas Act so as to authorize 
the FPC to prohibit the importation of gas whenever the Commis 
sion finds that such importation will result in economic dislocation, 
unemployment, or injury to competing fuel industries of the United 
States. 

I am sure that during the course of this hearing the testimony of 
the various experts from the industries and other groups who are 
affected by this legislation will submit the details in full on the neces- 
sity for the establishment of this or a similar standard for the protec- 
tion of our domestic fuel and transportation facilities. 

For my own part, it seems to me reasonable and proper that the 
Federal Power Commission should be given a standard to apply to 
the granting of authorization to import natural gas. It is a rule of 
thumb that no industry or producer, whether foreign or domestic, 
will be permitted under the authority of the Federal Government 
to grow and expand at the expense of another industry, This is 
exactly what Canadian n: unt il-gas companies are doing to the United 
States coal operators under the present law, and it won’t stop until 
this bill or one like it is enacted to set up a standard for the FPC to 
use in exe luding its imports ation. 

Phe app slications which are now pending before the Federal Power 
Commission would authorize the importation of natural gas into the 
Northwest which would furnish the heating value equivalent to about 
5 million tons of coal per year. A partial survey of the coal used in 
the areas involved in these applications shows that approximately 
3,500,000 tons of coal are at the present time annually consumed in 
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the area, Of this tonnage, members of the Utah Coal Operators 
Association have shipped during the last 10 years an average of 
1,627,000 tons of coal : innually. 

The balance of coal consumed in the Pacific Northwest area is 
supphed by coal produced in the States of Washington, Wyoming, 
and Montana. It is evident from these figures that the supply of 
Canadian gas which would be imported and distributed through the 
Pacific Northwest would far exceed the tonnage of coal that is pres- 
ently used. 


During recent years the coal and railroad industries in the West 


have been under serious economic stress and strain. Already there are 
more than 1,000 unemployed coal miners in the State of I tah. That 
doesn't tell the whole picture, because we have a curtailment in the 


number of days worked. It means many miners only work two or 
three days a week and it is difficult for them to support their families 
onthat basis. Lam sure W yoming is similarly situated. 

The upper Colorado stor: ive project is now be Inge pressed so that 
we can get these men now out of work some employment and that 
measure, we hope, will be reported out of committee in the near future, 
but that construction alone cannot furnish jobs for many years. We 
hope that in due time the construction will take place and then we will 
still have the problem of taking care of the part of the population 
living in that area and working in the coal mines. 

The further curtailment in the activity of the coal mining industry 
that would result from this additional competition would have a 
disastrous effect. It is impossible to estimate the further unemp loy- 
ment that would result from the loss of the coal market in the North 
west, but it is reasonable to assume that almost all of the 4,000 
individuals who are employed in the coal-mining industry in the State 
of Utah would be forced out of a job. 

| may point out now that the lead and zine miners are for the most 
part already out of a job. Those mines are already closed down, not 
because we do not need lead and zine, but because of the imports of 
the very cheaply produced lead and zine. 

For the Government to sanction the changeover from coal to 
Canadian natural gas is a precarious and shortsighted decision. The 
vas importers seek permission to convert the atomic energy installa- 
tion at Hanford, Wash., to the use of Canadian natural gas, thereby 
replacing a market for 600,000 tons of coal annually. This highly 
strategic industry as well as many of the other vital industries of the 
Northwest would thereby become dependent upon a foreign fuel 
supply. It seems to me that it would be a betrayal of the public inter- 
est to place these vital industries in a position where they depend upon 
a source of fuel which remains wholly under control of a foreign 
government, even though that fore ion government is one of the most 
friendly to us at the present time in the world. 

At the same time the idle coal mines will be left to deteriorate and 
fll with water so that it would take vears to put them in production 
in ease the “V should be needed for national defense 

Furthermore, the industrial progre ; of our area has 
and it has so many possibilities for future de velopment that an active 
working force must stay in the coal mine s, keeping them in good 
working condition so that a supply of « will be available to meet 
the orowline needs of the count ry for indi oath power and heat 


been so oreat 
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We have in the State of Utah great reserves of coal. The United 
States reolog eal Siu vey estimates that the States of Utah, Wyoming, 
Wasl mneton, ind Mo tana have coal reserves acorecat ing t14 billion 
S. wh ch Is sufh ‘lent to meet the entire needs of th ; United States 
rmany centuries. Utah. as TI understand from the re} olrts, has about 


to 
fo 
15 percent of the coal reserves in the United States. 

{ nfortu ately, there is no « pportunity for the coal producers to 
make up for lost local coal markets by hipment of their coal into 
Canada, even though Canadian coal is in short supply. The laws of 
Canada give full protection to the fuel producers in Canada. For 
example, Canada protects its home coal producers by Imposing an 
import duty of 50 cents per ton on all American coal shipped into 
Canada We here in the United States, on the other hand, have no 
effective restrictions of any kind on coal or any other kind of fuel 
entering the United States. 

In addition, the Canadian Government also has established a raql- 
road freieht rate subvention regulation designed to extend financial 
assistance in order to foster and encourage the development of Sas 
katchewan coal shipped into the eastern markets of Canada, to enable 
it to compete with American coal. This financial assistance, by pay- 
ment of approximately one-fifth of the freight rate for the shipment 
of Saskatchewan coal into the eastern markets, can reach an amount 
equal to $8.50 per net ton in order that the Canadian coal industry 
is protected in its home markets. In this connection, I am submitting 
a copy of the Canadian Government’s subvention regulations in this 
matter. 

Senator Purren.. That will be made a part of the record at this 


point 


(Canada’s subvention regulations are as follows:) 
[P. C. 1953-1090] 
Privy CouNncl! CANADA 
AT THE GOMERNMENT HOUSI AT OTTAWA 


Vonday the 6th day of July 1958 
PRESENT : 


His Excellency THE ADMINISTRATOR IN COUNCIL: 


His Excellency the Administrator in council, on the recommendation of the 
Minister of Mines and Technical Surveys and pursuant to the Dominion Coal 
Board Act, 1947, and to The Appropriation Act, No. 8, 1958, Voted No. 240 and 
676, is pleased to amend the Saskatchewan Coal Subvention Regulations made 
and established by Order in Council P. C. 912 of 21st February 1951, and the 
said Regulations are hereby amended by revoking section three thereof, and by 
substituting therefore the following new section three: 

‘5. The Board is hereby authorized to extend financial assistance in respect 
of Saskatchewan coal when shipped by rail to points in the Province of Ontario 
for use by all consumers, by the payment to the railways in respect of each such 
shipment of an amount equal to twenty per cent of the freight rate applicable to 
the respective shipment or the sum of one dollar per net ton, whichever is the 
less.” 

A. M. Hitt, 
Ass’t Clerk of the Privy Council. 


The Minister of Mines and Technical Surveys. 
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[P. C. 1953-64] 
AT THE GOVERNMENT HOUSE AT OTTAWA 


Friday, the 16th day of January 19538 
PRESENT: 


His EXcELLENCY THE GOVERNOR GENERAL IN COUNCIL: 


His Excellency the Governor General in Council, on the recommendation of 
the Minister of Mines and Technical Surveys and pursuant to The Dominion 
Coal Board Act, 1947, and to The Appropriation Act, No. 4, 1952, Votes No. 247 
and 728, is pleased to order as follows : 

“1. The Regulations respecting financial assistance on the movement of coal 
mined in the Province of Alberta and the Crowsnest Pass area of British Colum- 
bia, established by Order in Council P. C. 1908 on 26th April 1951, are hereby 
revoked, effective December 31st, 1952; and 

“2? The Annexed Regulations respecting financial assistance on the move 
ment of coal mined in the Province of Alberta and the Crowsnest Pass area of 
British Columbia are hereby made and established, effective January Ist, 1953, 
in substitution for the Regulations hereby revoked.” 


Clerk of the Privy Council 


REGULATIONS RESPECTING FINANCIAL ASSISTANCE ON THE MOVEMENT OF COAT 
MINED IN THI *ROVINCE OF ALBERTA AND THE CROWSNEST PASS AREA Of 
BRITISH COLUMBIA 


1. These regulations may be cited as the Alberta and British Columbia Crows 
nest Pass Coal Subvention Regulations : 

” In these regulations, “Board” means the Dominion Coal Board; ‘‘coal” 
means coal mined in the Province of Alberta and the Crowsnest Pass Area of 
the Province of British Columbia and includes briquettes made from the said 
coal. ‘Minister’ means the Minister of Mines and Technical Surveys. 

3. The Board is hereby authorized to extend jfinancial assistance in re 
coal, as hereinbefore defined, when shipped by rail; 

(a) For all uses other than by the railways in locomotives, to points in the 
Province of Ontario to which the freight rate at the time of such shipment is 
less than eight dollars and sixty cents ($8.60) per net ton, by the payment to 
the railways in respect of each such shipment of an amount equal to twenty per 
cent (20%) of the freight rate applicable to the respective shipment ; 

(b) For industrial use other than by the railways in locomotives, 

(i) to points in the Province of Ontario to which the freight rate at the 
time of such shipment is eight dollars and sixty cents ($8.60) per net ton 
or in excess thereof but less than nine dollars and eighty-five cents ($9.85) 
per net ton, by the payment to the railways in respect of each shipment of 
the sum of two dollars and fifty cents ($2.50) per net ton; 

(ii) to points in the Province of Ontario to which the freight rate at the 
time of such shipment is nine dollars and eighty-five cents ($9.85) per net 
ton or in excess thereof, by the payment to the railways in respect of each 
such shipment of the sum of two dollars and eighty-five cents ($2.85) per 
net ton; 

(c) For other than industrial use, 

(i) to points in the Province of Ontario to which the freight rate at the 
time of such shipment is eight dollars and sixty cents ($8.60) per net ton or 
in excess thereof up to and including nine dollars ($9.00) per net ton, by 
the payment to the railways in respect of each such shipment of the sum of 
two dollars and fifty cents ($2.50) per net ton; 

(ii) to points in the Province of Ontario to which the freight rate at the 
time of such shipment is in excess of nine dollars ($9.00) per net ton but 
less than ten dollars and seventy-five cents ($10.75) per net ton, by the 
payment to the railways in respect of each such shipment of the sum of 
three dollars ($3.00) per net ton, but where coal is so shipped from mines 
producing by stripping methods, other than from such mines in the Mountain 
Park, Nordegg, Cascade and Crowsnest Districts of the Province of Alberta 
and the East Kootenay District of the Province of British Columbia in 
respect of which the said sum of three dollars ($3.00) per net ton may 
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be paid, by the payment to the railways in respect of each such shipment 
of the sum of two dollars and fifty cents ($2.50) per net ton; 
iii) to points in the Province of Ontario to which the freight rate at 


the time of such shipment is ten dollars and seventy-five cents ($10.75) per 
net ton or in excess thereof, by the payment to the railways in respect of 
each such shipment of the sum of three dollars and fifty cents ($3.50) per 

! but where Coa s so Shipped from mines producing by stripping 
nethods, other than from such mines in the Mountain Park, Nordegg, Cas- 


cade and Crowsnest districts of the Province of Alberta and the East 
Kootenay District of the Province of British Columbia in respect of which 
e said sum of three dollars and fifty cents ($3.50) per net ton may be 
paid, by the payment to the railways in respect of each such shipment of 
the sum of two dollars and fifty cents ($2.50) per net ton; 


d) For use by the railways in locomotives, to points in the Provinces of 
Ontario, Manitoba and Saskatchewan, by the payment to the railways in respect 
of eacl ich shipment of an amount equal to the difference, as determined by 


the Board, between the laid down cost to the railways at any point in the said 
Provinces of the coal and the laid down cost to the railways at the same point 
of such imported coal as, in the opinion of the Board, might otherwise have been 
sed, or the sum of two dollars and fifty cents ($2.50) per net ton, whichever 


4. The assistance shall apply only to shipments of coal, as hereinbefore defined, 
fron al mining operations in respect of which transportation subvention was 
being paid prior to December 31, 1948, and which are being operated by the 
same respective operators as at the aforesaid date; provided, however, that the 
Governor in Council, on the recommendation of the Minister may extend the 
assistance to other coal mining operations where he considers such extension 
to be in the public interest 

5. Payments made to the railways pursuant to paragraphs (a), (b), and (¢) 
of section three shall be received and applied by the railways in part payment 
of the freight charges for the shipments in respect of which such payments are 
made 

6. In no case shall assistance be extended in respect of shipments of less 
than carload lots 
7. Assistance shall not be extended in respect of coal mined in the Province 
of Alberta and the Crowsnest Pass Area of the Province of British Columbia 
by operators or handled by distributors who refuse or fail to furnish the Board 
with such information as the Board may consider requisite for the administra- 
tion thereof 

8. For the purpose of verifying or certifying information received by the 
Board in respect of assistance extended under these regulations, any person 
authorized by the Board may examine, audit and make extracts from all the 
books, records or accounts of any coal mine operator, coal distributor or railway. 

9. The Governor in Council, on the recommendation of the Minister may refuse 
to approve any application for assistance under these regulations. 

10. Payments under these regulations shall be made out of such moneys as 
may be provided by Parliament from year to year for such purpose. 

11. The Board shall report to the Minister as soon as possible after the thirty- 
first day of March in each year the amounts paid under these regulations during 
the fiscal year immediately preceding the making of such report. 


Senator Warkrns. Thank you, and I hope this committee will report 
out the bill introduced by my colleague Senator Hunt. 

aes Purrety. I can assure the Senator it will deliberate very 
fully and completely because we realize how serious a situation con- 
fronts your people. 

Do you have any comments, Senator Schoeppel ? 

Senator Scnorpren. I think a few years ago there was an application 
made to take some of the domestic gas of the United States and move 
over into Canada, and apparently the situation is being reversed now 
and they are moving into the markets, the gas market encourages and 
vants to come in direct con petition, as you pointed out there. Yet 


they, by their own acts of their own governmental authorities seem- 


lwly pro 


protect their own coal mining industries up there, as you pointed 
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n all probability, with the finding of additional reserves of both 
oil and gas in the Canadian areas that is going to continue to grow. 
The reserves will be opened for shipment, utilization in various and 
sundry ways. Do you agree with that / 

Senator Warkrns. I do share that view, and recently a considerable 
quantity of natural gas has been discovered in Utah and the explora 
tion has hardly begun. 

Presently projected pipelines are requesting permission to build 
through into the northwest from the southeast and southwest Utah 
and from New Mexico and Colorado. I do not know whether those 
lines have been built, but they are planned. 

Coal has faced stiff competition in costs of producing coal which 
are very high and it has put the producers in a very bad condition. 
The miners at last have realized that their interest and that of the 
mine operator is one. They have come in and urged that this legis 
lation be passed. ‘They know that otherwise all their jobs will be in 
jeopardy. 

Senator Purret.. Senator Hunt, do vou have any questions ? 

Senator Hunt. I should like to ask you if you agree with me that 
it is time we started to protect American domestic industry 

Senator Watkins. I will agree with you, and I have said this many 
times, that probably because of the low standards throughout the 
world there is not a thing that we persons in the intermountain area 
can do in this respect, we cannot produce anything as cheaply as it 
can be produced by some of these other countries. If we do not re 
ceive that protection and are forced to compete with someone else we 
will be forced to close our industries and move away, and I have said 
frequently and will say it again, we do not intend to move. 

Senator Hunt. Would the Senator agree with me with respect to 
the production of wool that our production has dropped approximately 

2 percent in the last 10 years due primarily to the fact that we have 
not protected our domestic producers and have allowed this wool to 
come in from Australia and New Zealand where they can shear a sheep 
for 12 or 18 cents, where it costs your people and my people 45 cents, 
and therefore the industry has suffered tremendously. 

Senator Warkrns. I agree with the Senator and I was amazed to find 
that France, for instance, and South American countries were able 
to ship in tops cheaper than the grease wool. 

Senator Hunt. We imported wool tops from South America where 
the industry was subsidized by the South American Government at 1 
cent more per pound than the price of wool and the grease, and the 
general disparity between the grease and the wool and the tops is 2 
cents. 

I would like to ask the Senator with reference to wool if the same 
thing has not happened to lead and zine. 

Senator Warkins. That is true, as I stated in my remarks earlier. 
Many of the lead and zine mines are closed today not because we do 
not need the lead and zinc ore but because of the imports. 

Great Britain bought up large quantities of lead and zine at the time 
of the outbreak of the Korean war and later when it seemed they were 
not going to use these supplies they dumped them on the American 
market and they created a very disastrous situation in the lead and zine 
economy. 
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Senator Hunr. Have they not suffered in your area as they are in 
my State due to the fact that we are allowing residual oil coming in 
from Venezuela and yet we have oil wells plugged up in my state. 
We are hurting not only the oil industry but the coal industry. 

Senator Warkins. I think the importation of the residual oil is 
affect neg the coal and oll producers. Hlowever, they are drilling, evl- 
dently, all over Nevada and Utah whenever they have an indication 
that they might get oil. 

Senator Hunr. The Senator knows that we supply some of you 
larger cities from this same area, the Rock Springs area. 

Would you agree that your State soon and our State now has excess 
production of natural gas, and isn’t it our desire not to curtail natural 
gas production in the United States but if there are additional outlets 
for natural gas in the United States it should be domestic natural gas? 

Senator Warkrns. I think the Senator has made an excellent state- 
ment. 

senator Pastor g Why do we have the word 
Wi \ don’t we confine it to Imp rts / 

Senator Hunt. That is put in there so that our friendly neighbors 
will not feel that we are writing legislation directed at them. 

Senator Pasrorr. The use of the word is only for psychological 


ee 


exports” in here, then ? 


mrposes, 

Sh itor Monroney. A great many people feel that our gas reserves 

are limited and to export vast quantities over a period of a few years 

and then not to have a domestic supply of gas in the future years 

would creatly damage our economy, and the people who depend on 

natural gas for cooking and things that other fuels do not substitute 
idequately for would be vitally affected. 

Senator Pasrorr. The point is that if we do not deplete our own 
domestic supply we will not have any need for imports later on. 

Senator Monroney. There is just so much gas in the ground and 
when it is gone it is gone. We have to have some rule of reason and 
some authority that will prevent some private enterprising operator 
from deliberately depleting the reserves for steel mills across the 
border of Canada. 

Senator Pasrorr. That answers my question. 

Senator Purreii. I am sure the Senator would want me to point 
out at this time that questions about the matter before us about imports 
and exports does not reflect the attitude on the part of the chairman 
necessarily, but it is a fact that Canada buys about one-half billion 
dollars more in goods from this country than we import from Canada. 
TI think we might want to point out this fact too. 

Senator Hunr. IT think that should be in the record. T think at 
the same time we should put in the record that the Canadian dollar 
is valned a little higher than the American dollar. 

Senator Purretyi. I think that is true. 

Senator Warktns. When this permission was sought in the first 
place to bring in the gas from Canada T was protesting at that time 
and received many letters of protest from many people in my State. 
and that was back in 1952. We did not get very much help, and I 
am glad that the Senator from Wyoming has found a way to start 
something over here in the Senate. ; 

There was talk abont eetting an amendment to the Tariff Act, but 
this to me looks like a better way of getting in. 
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Senator Monroney. There is one question that arises 1n hy mind 
as to whether we are making this so tight that vast areas in the East 
that have become accustomed to it and have converted to gas, if the 
supply is no longer available domestically for that particular type of 
fuel if this bill will prohibit the importation of gas where no other 
Vas will be available domestically. Are we 9g 
version to coal or solid fuels in areas In the East like Boston, New 
York and Philadelphia where domestic consumers are using it for 
household use and would be denied the opportunity for this conven 
ient fuel ? 

Senator Warxrins. Is that in the nature of a question to me ¢ 

Senator Monroney. Yes, sir. I wonder if you think the bill is abso- 
lutely copper-riveted against public convenience and necessity ¢ 

Senator Warkins. | think there is considerable leeway left to the 
Commission to take care of the difficulty you mentioned that might 
happen. 

Senator Monroney. You wouldn't want legislation that would com 
pel millions of people to go back to solid fuels for cooking in their 
apartments in the congested areas of the country 4 

Senator Warkins. Not until they have worn them out and had to 
put in a new setup, and then I think it would be a good idea to con 
vert to coal because gas and all these other things will be exhausted 
a long time before the coal supply is exhausted. 

Senator Hun. May I say to the Senator from Oklahoma you will 
note the bill reads: “result in economic dislocation.” If what should 
come to pass that the Senator foresees in the future, I would con 
sider it an economic dislocation to the vast number of gas consumers 
and the Federal Power Commission would so consider it, and then 
natural gas would be allowed to come in. 

Senator Warkins. I think they have ample power there. 

Senator Monroney. It looks to me to be a little bit too tight on that 
matter without reference to the thing of the public convenience and 
necessity also being weighed as to the economic aid. 

I see the economic dislocation standing in one place and unem 
ployment or injury to competing fuel industries in the United States 
being in another place. I hope we can develop that in the hearing. 

Senator Warkins. I would rather have it a little too tight than 
wide open. 

Senator Hunt. The Natural Gas Act makes other provisions which 
were not discussed in my statement and one of those provisions states 
that the Commission shall issue such orders upon application and 
advertising the hearing and advising that the proposed export or 
import would not be consistent with the public interest. I think this 
very clearly would be demonstrated that to deprive these cities of 
natural gas would be against the public interest. So, I believe they are 
amply protected. 

Senator Pastore. Iam very much concerned with this question which 
was brought out. 

In my State we have just converted to natural gas and at a terrific 
expense. Asa matter of fact, the promise was made that they would 
lower the rates to gas consumers and it has not lowered the rates very 
much, because the initial cost of conversion was so great, and the 
promise was made that this will take effect in the future. 


oln to force a recon 
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I am afraid that unless we write the proper safeguards into law 
und this language I agree is pretty tight—I am afraid that unless 
that is properly handled in this situation you might meet a situation 
vhere you will be forced to convert back again from gas, because 
( momie dislocation doesn’t mean only the things we have been talk- 
ne about, 

What is economic dislocation 4 If someone will answer that for 
me I may be satisfied. I don’t know what it means. Is this economic 

slocation going to be judged on a muni ipal level, on a State level, 
ona recional level orona national level ¢ ‘These things can be pretty 
catastrophic in one little area when you consider the matter only on 
a standard as a national matter. That is the trouble. We think of 
the sections of the COUnTLTY which are hurt and we met with a group 
of people in my State in the textile business who are very much 
disturbed over this same question; how can we go on importing manu- 
jactured textiles and putting our own industry out of commission ? 
That is a big problem. I am wondering if we cannot confine this so 
that an area will be protected. 

Senator Purrert. The Department of the Interior has written a 
letter on the 5th of November, 1953, and I would like to read just one 
little part of that letter where they state: 

The effect of this bill, therefore, if enacted into law, would be to put the 
Federal Power Commission in a position where it would probably be obliged 
to deny every application for the importation of natural gas into the United 
States, because the injury to competing fuels would, in and of itself, call for 
a finding that he requested movement of natural gas was not in the public 
interest. 

We understand that the words “exportation” and “importation” refer to the 
movement of natural gas into the United States from another country or out 
side the United States to another country; and that they would not apply to 

Vvements from one area to another within the United States. On this basis 
the limitation on exports appears designed to prohibit the exportation of domes- 
tic gas solely in order to protect foreign markets of domestic competing fuels. 


I think that while that does indicate the attitude of the Interior 
Department it does throw some light on the situation, also. 

Senator Pasrorr. I think section 3 does cover that. I think that 
has to do with the exportation and importation of domestic gas to for- 
eign countries and from foreign countries to the United States. 

The thing that is bothering me is this: Let us assume that Rhode 
Island alone will be affected by this legislation. Let us assume that 
as a moment. This Commission is a national body and when it 
decides this question it must decide it in the public interest insofar 
as it affects the public interest on a national level. Rhode Island is 
the smallest State in the Union. How would that protect Rhode 
Island? Rhode Island is only a little part of the whole United States 
public interest. Are we going to determine this on a local level, on 
a national level, or what is the measurement or the standard going 
to be? 

Senator Purreti. May I suggest that perhaps Senator Hunt would 
prefer to answer that since he is the composer and author of the bill. 
I think the Senator from Utah has been very helpful to us. 

Senator Warkins. I would say how are we going to protect the in- 
termountain area. 

Senator Pasrore. That istrue. You have got tosay what you mean. 

Senator Warkrys. Under the policies in existence for over 20 years 
our areas have been hurt by what is said to be the national interest. 
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The big manufacturers of the East and the Central West have been 
claiming that the overall policy must bring about oreater foreign 
trade. ‘That is best for the United States. ‘That isn’t best for us out 
there. I know that lead and wool and zine and other things can be 
produced cheaper somewhere else. And we do not believe that it 1s 
in the national interest, as a matter of fact, but the so-called national 
interest theory they are putting forward would destroy us completely 
in the end. 

Senator Pastore. I agree with the Senator’s argument, but does 
he answer in the affirmative that this legislation does not protect the 
incident I have given as an example! Does it or doesn’t it / 

Senator Warkins. I have not made a legal analysis but [ assume 
the committee will do that through its staff and will come up with a 
bill which would satisfy all sides. 

Senator Pasrorr. The Senator is an eminent lawyer. Would the 
Senator say that this legislation as drawn presently does not cover 
the situation that I have mentioned ¢ 

Senator Purretni. | wonder if you would permit our counsel to 
give an answer to that, if he may / 

Senator Pastore. I would like to have the Senator comment on it 
first.if I might, Mr. Chairman. 

Senator Warkrins. If it doesn’t, I think it should be carefully 
examined and the subcommitte should see that it is prepared in such 
a way that it will not destroy the communities In the United States. 

Senator Pasrore. Thank you, Senator. 

Senator Purre... Senator Hunt / 

Senator Hunr. I think the Senator is taking this amendment out 
of context of the entire legislation with reference to the Natural 
Gas Act, and on page 2, section 3, in the second paragraph which 
states that the Commission shall not after it finds that the proposed 
exportation or importation will not be consistent with the publie in 
terest—in other words, if they would make an examination of this 
particular situation you speak of and they find that that is not within 
the public interest of this area, they are bound by the law as it now 
stands to deny the change in the existing situation 

Senator Pastore. Public interest, as used in section 3, 1s the national 
interest. There may be many considerations in the 47 States that 
will outweigh the public interest in Rhode Island. Therefore, 47 to 1 
the public interest nationally would be against us unless you tie this 
down. 

Senator Hunt. The situation the Senator speaks of is thoroughly 
covered there. This act now is administered in the national interest 
and there would be no change in it just because we have in mind in 
this particular legislation the great northwest Pacific area. That 
doesn’t mean that we are changng all of the bill which, as vou say, is 
the national interest. 

Senator Pasrorr. I do not want to belabor this too much, but I do 
not agree with that interpretation. I do hope that the Senator will 
give it some consideration. I am very sympathetic with the sponsor 
ship of this legislation dealing with unemployment particularly. 

In my own State right now we have the largest percentage of 
unemployed of any other State inthe Union. We have now converted 
to natural gas. While I am trying to protect the unemployed in every 
State it might be that the economic dislocation of people in Utah 
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might be sufficient reason not to import the gas which might have a 
disastrous effect in Rhode Island. Economie dislocation might mean 
that 10,000 people in Utah might be unemployed and that might be 
a sufficient dislocation to stop the importation of natural gas from 
Canada and it might have a cata trophic effect in Rhode Island. 

[ think we should get this community or area situation in, so that 
we will not have any mistakes made in the future because these things 
can have terrible repercussions. 

Senator Hunr. As sponsor of the amendment, I fully realize that 
we could not expect to accomplish anything for a local area. The 
whole of the Natural Gas Act applies always in the national interest. 
If you are voing to circumvent that or if you are Going to narrow it 
down to an area, then perhaps toa county or then perhaps toa city, 
that could not be done. 

Senator Pasrorr. That is why this legislation is being introduced, 
Lo help a local area. 

Senator Hunt. Certainly, but not to injure other areas. 

Senator Pasrorr. That is right. 

a Hunt. If you think you can write more clarifying lan- 

lage than is prese ‘ntly contained in this second sentence of the act 
on page 2, we would have no objection. 

Senator Pasrorr. I should like to look it over if the Senator doesn’t 
mind, because I am very apprehensive of that. 

Senator Hunt. Yes, sir. 

Senator Purreii. If there was any doubt in anyone’s mind about 
whether this matter would be completely and thoroughly explored by 
this committee, we have demonstrated that it will be. 

We will now hear from our colleague Senator Wallace F. Bennett 
from Utah. 


STATEMENT OF HON. WALLACE F. BENNETT, A UNITED STATES 
SENATOR FROM THE STATE OF UTAH 


Senator Bennerr. Mr. Chairman, I appreciate the opportunity of 
being here to make my statement personally. I presume much of what 
I am about to say has been presented by other witnesses. This prob- 
lem is a very vital one to the State of Utah and its mining industry 
which has come to depend very largely on the Pacific Northwest as 
its most important market. 

While we certainly do not want to support legislation which would 
absolutely forbid the importation of foreign fuels, we certainly feel 
that the Federal Power Commission should be given the opportunity 
of controlling any imports if by those importations domestic industry 
should be seriously injured, and that is the tenor of my statement 
which I am about to make. 

This statement is made in support of S. 1287. This bill would 
provide a basis for the Federal Power Commission to prohibit the 
exportation or importation of natural gas in any case where the Com- 
mission finds such exportation or importation would result in eco- 
nomic dislocation, unemployment, or injury to competing fuel 
industries of the United States. The enactment of this bill into law 
would not result in an absolute prohibition against the importation 
or exportation of natural gas, but it would provide definite authority 
for the Federal Power Commission to so prohibit if it determines 
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that the ore nea or exportation would result in the conditions 
set out in the bill. 

This bill is of great importance to my State of Utah, and is timely 
because , pending case before the I deral Power Commission may 
lead to the importation of foreign natural gas into the Pacific North- 
west area with the result that all three conditions which this bill will 
protect against will oecur. Namely, there will be serious economic 
dislocation and unemployment and a virtual destruction of the coal 
mining orice try in the State of U tah and several other Western 
States if this importation is allowed. 

1 urge your support of this legislation for three fundamental 
reasons: (1) To prevent the destruction of the coal mining industry 
and the resulting disastrous unemployment; (2) to insure a coal 
supply for those consumers who cannot be serviced with gas; and (3) 
for reasons of national defense and security. I would like to discuss 
each of these briefly. 

(1) The coal industry is one of the great basic industries of the 
United States. In Utah there were almost 614 million tons of coal 
produced in 1953 of a total current value of over $36 million. More 
than 4,000 men are employed in the industry in U tah. In the 10 year 
period prior to 1953, more than 40 percent of this production was 
shipped to the Pacific Northwest area. The importation of foreign 
natural gas would destroy this market. The practical effect of this 
would be to destroy the coal industry in Utah with the resulting criti- 
cal unemployment in my State of Utah where unemployment has 
already hit hard in the lead and zinc mining industry as the result 
of the importation of foreign metals. 

Of course, the coal industry as such is only one segment of the 
economy that will suffer. It will be felt in many types of business. 
The railroads will lose tremendous freight. Approximately 25 per- 
cent of the railroad carloading of the United States is coal. The 
major freight of many small railroads is coal. I think I am justified 
in saying that the importation of foreign natural gas amounts to the 
importation of unemployment. 

(2) It would be many years before many communities could be 
serviced by gas. There will always be a large group of homeowners 
who cannot be serviced by gas. It is important that a source of coal 
be kept available to them at a reasonable price. They used only a 
certain size of coal. However, the coal industry must have a market 
for all types of coal that it must take out in the normal operation of a 
mine if it is to operate economically. Selective coal mining would 
make the price prohibitive. 

(8) Finally, and by no means of last importance, the coal sori 
must not be sacrificed for reasons of national defense. National s 
curity will not be served by dependence upon a foreign natural read 
supply through international pipelines. The source of the natural gas 
supply and a substantial part of the pipelines would be within a foreign 
country where the United States has no power to police or defend 
and through territory probably much more exposed to enemy sabo- 
tage or seizure than are the areas within the United States from which 
the Pacific Northwest secures an adequate supply of coal and other 
fuels to meet its needs. A foreign source of fuel supply would be sub- 
ject to any laws and restrictions which that government might im- 
pose in its own interest. Indeed the very allowance of exportation 
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at any given time is at the sufferance of the foreign government. De- 
pendence on the proposed importation of a natural gas supply would 
mean that interruption of the distribution or source would entirely 
cut off the natural gas supply. Coal which serves the Pacific North- 
west area comes from numerous mines in) numerous areas and over 
various railroad routes to points of cons umption. It is adapted to 
protective stockpile storage which provides insurance against tem- 
porary interruption, whereas natural gas is not subject to such storage 
without great e xpense and undesirable risk. 

There is no shortage of fuel within the United States. The devel- 
oped coal resources of the coal producing districts serving the area of 
the Pacific Northwest are adequate to serve the present and fore- 
seeable demands of the area for centuries to come. 

Your most earnest attention is directed to the favorable considera- 
tion of this bill so that coal will not be displaced by the importation 
of natural gas which will result in loss of work to the American 
worker engaged in the production, transportation, and distribution 
of coal, and further, that the national defense will be supported with 
a ready source of fuel from a he althy domestic industry. 

Senator Purrets. Thank you very much, Senator Bennett. 

Do you have any questions, Senator Hunt ? 

Senator Hunr. I do not have any questions except that I wanted 
to make a comment that our interests and situations are quite com- 
mon to each other. 

Senator Bennerr. Almost parallel, Senator Hunt. 

Senator Purret.. Thank you again, Senator Bennett. 

We will now hear from our colleague, Senator Frank A. Barrett 
from the State of Wyoming. 





STATEMENT OF HON. FRANK A. BARRETT, A UNITED STATES 
SENATOR FROM THE STATE OF WYOMING 


Senator Barrerr. The depression which has struck the coal mining 
industry has had an extremely serious effect on the economy of my 
State. 

The most diligent efforts have been made, and are continuing, in 
seeking ways and means to combat this emergency. 

The importation of foreign natural gas, posing even greater dis- 
location of what fuel sources are left to coal, seems extremely ill- 
ads ised and should not be attempted without the most thorough exam- 

nation of all economic factors. 

It seems that my State, and all the States of the West with similar 
economic nature, are constantly threatened by imports of one type 
or another. 

Wyoming presently has at least 1,500 unemployed coal miners—an 
idleness, without sight of relief—involving families of at least 5,000 
persons. Loss of market has already made ghost towns of some coal 
mining communities in my State. 

Wyoming is also a producer of natural gas, and the market avail- 
able to that is not such as to be able to absorb this additional compe- 
tition from a foreign source. 

There is also the involvement of the railroad industry. As the 
market for coal declines, the need for railroad employment decreased 
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in direct proportion. The rippling from these adverse factors has 
been felt by all rail tr: ansport: ition serv ing my State. 

The effect on business and trade, in all areas in and contiguous to 
coal and oil producing regions, is obvious to the most casual exam- 
ination. This, coupled with the effects of drought on our agricultural 
industry, adds up to nothing short of a critical situation. 

Importation of natural gas is, then, a body blow at the three prin- 
cipal industries of my State—coal, oil, and agriculture. 1, therefore, 
urge your support of S. 1287. 

Senator PuRTELL. Th: unk you very much, Senator Barrett. 

Do you have any questions, Senator Hunt ? 

Senator Hunt. No questions. 

Senator Purrett. We will now hear from our colleague, Senator 


Milton R. Young from North Dakota. 


STATEMENT OF HON. MILTON R. YOUNG, A UNITED STATES 
SENATOR FROM THE STATE OF NORTH DAKOTA 


Senator Young. In analyzing the legislation for which this hearing 
is being held, namely S. 1287, it would appear, in my opinion, that a 
clarification of the existing law covering the exportation or impor 
tation of natural gas could be accomplished by approving the bill. 
(s I see it, the measure provides for the granting of needed authority 
wherein the Federal Power Commission could ap prove or disap prove, 
as the case may be, the exportation or importation of natural gas, 
provided that it would not result in economic disturbances, displace 
ment of workers, or Injury to competing fuels of this country. 

As you know, North Dakota is geographically located on the Cana 
dian border. In the past we have seen our cash grain markets, 
which play such an important part in our overall acvricultural econ 
omy drastically affected by the almost uncontrolled imports of grains 
from Canada. This has been primarily due to insufficient control 
measures which if enacted would have meant considerable to North 
Dakota and its people from an economic standpoint. 

You have heard, or will hear, from some witnesses who can tes- 
tify authoritatively on our lignite coal industry in that State. They 
will show graphically and specifically how that industry could be 
adversely affected if this measure which we are discussing is not 
aproved. I think they have done a good job in gathering facts to 
be presented to this committee and desire to associate myself in sup- 
porting their remarks, 

Fairly recently North Dakota has also become an oil-producing 
State. In the explor: ation required for this new industry, there have 
been discovered sizable amounts of natural gas which is in the ree 
ess of being developed commercially. To continue this activity, it 1s 
essential that petroleum and all of its byproducts find a market out- 
let to offer a degree of stability in continuing production, Without 
the clarifying protective language contained in Senator Hunt's bill, 
it would, in my opinion, be highly questionable whether or not our 
natural-gas production could ever compete with uncontrolled impor- 
tations of this fuel from Canada. 

Therefore, in an endeavor to offer some assurance to producers of 
solid, liquid, or gaseous fuels in North Dakota, giving them the rielt 
to expand their fields of potential users, I sincerely hope that this 
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group will see fit to favorably consider 8. 1287. It is only fair that 
in our free enterprise system we endeavor to assist wherever possible 
research, expansion, al cd product ion of American industries, depend- 
ing on imports only when they will not jeopardize any segment of 
our own economy. 

Senator Purren.. Do you have any questions, Senator Hunt? 

ator Hun. No questions. 
Senator Purrets. Thank you very much, Senator Young. 
We will now hear from Congressman Douglas R. Stringfellow of 


Utah. 


STATEMENT OF HON. DOUGLAS R. STRINGFELLOW, UNITED STATES 
CONGRESSMAN FROM THE FIRST DISTRICT OF UTAH 


Mr. Srrincrentow. Mr. Chairman, I am especially grateful to you 
for permitting me to appear before you in behalf of S. 1287 because I 
have introduced a similar bill in the House and I want to make it 
known that pride of authorship and party label are of no concern 
in this matter. We who are interested in the welfare of the great 
Rocky Mountain empire and its adjacent regions are acutely aware 
of the urgent need for enactment of this proposed legislation ; we 
are all united in our efforts to receive your favorable endorsement of 
this bill, and we trust that we shall later have your generous assist- 
ance in expediting its passage. 

While I am convinced that legislation arbitrarily prohibiting im- 
portation of natural gas from entering our borders at the expense 
of our domestic fuel industries and their employees would be practical 
and advisable, no such proposal is contained or implied in the bill now 
under consideration. In effect, S. 1287 would merely fix within the 
jurisdiction of the Federal Power Commission the authority to reject 
import applications when they are adjudged to be inimical to the best 
interests of the United States. While it would seem logical that such 
a premise should be inherent in every decision of every Federal exe- 
cutive body, such is not the case with regard to the FPC and the im- 
port question. It is because of this void that S. 1287 is so vitally 
important to the people of our part of the country. S. 1287 is designed 
to clarify the Commission’s authority to remove ambiguity from its 
designated responsibility with regard to imports. Unless this au- 
thority is stated specifically through the medium of congressional 
legislation, the fuel industries of the Rocky Mountain region and other 
States within this periphery will be placed in grave peril. If you 
will permit, I should like to review quickly some economic facts per- 
taining to my own State of Utah in order that you might become 
more familiar with our position on S. 1287. 

With an area of 84,916 square miles, Utah is the 10th largest State 
in the Union. Within her borders are mountains, forests, lakes and 
rivers, farmlands, deserts, a variety of spectacular geological forma- 
tions, and some of the most beautiful scenery in all the world. God 
has richly endowed us, and through hard work—from the day that 
our forebears reached Salt Lake City a little more than a hundred 
years ago—the people of Utah have made our State one of the most 
self-sufficient areas in all the land. Through irrigation, agriculture 
has developed into an important source of income for our citizenry. 
Most of the wealth of the State, however, still comes from mining, 
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which provides a livelihood for fully half of our 700,000 residents. 
More than 200 known minerals— metallic and nonmetallic—are native 
to Utah’s soil. About a third of the Nation’s copper, a fifth of the 
gold and silver, more than 10 percent of the lead, and 5 percent of the 
zine are produced here. 

In coal, iron ore, and limestone, Utah has a combination of raw 
materials that has attracted the largest iron and steel operation west 
of the Mississippi. Utah ore is considered to be equi al in qui lity to 
that of the Mesabi range in the Lake Supe r ior reeion. Her ore reserves 
containing 50 percent or more iron are estimated at approximately 100 
million tons. 

Mr. Chairman, Utah’s iron and steel industry is very much involved 
in the issue under discussion here today, just as are our other mining 
industries. In the years ahead the Rocky Mountain States—which 
by eastern standards are considered sparsely inhabitated today—will 
experience a phenomenal growth in population. With it will come an 
increasing demand on our canneries, our refining and sme lting plants, 
our electric power st: itions, and our many other industries. To suppl) 
the increasing fuel requirements, our coal industry must remain vigor- 
ous and its working force intact, but such a status cannot be main- 
tained if i the meantime Canadian gas is permitted to usurp coal’s 
markets. 

Placing unnecessary dependence upon a foreign commodity is, at 
best, an illogical and dangerous practice. To permit our domestic fuel 
industry to be destroyed by imports would be to put ourselves at the 
mercy of foreign producers. In the years to come Canada might well 
decide that her natural gas reserves are needed for her own industries. 
Or she might find it necessary to impose an exorbitant tax on gas 
exports. In either case, the United States would be the loser for by 
then our mines would have been closed and our workers and their 
families would have moved into other areas in search of employment. 

The quarter-billion tons of coal taken from Utah’s mines in the 
past century represent less than 1 percent of the total recoverable 
reserves in our State, but these resources would be valueless unless we 
had the mining companies, the equipment, the transportation facili- 
ties, and the laboring force to extract the coal from the ground and 
to convey it where it is needed when it is needed. 

These are considerations relating to the economic welfare and 
security of our children and our children’s children. Of immediate 
concern is the livelihood of the thousands of mine workers and that 
of the thousands of other employees in the railroad, trucking, and 
allied industries that are dependent upon coal for employment. To 
reject S. 1287 would be to invite unemployment into my section of 
the country. To reject S. 1287 would be to give tacit agreement to 
the piping of poverty and destitution into United States communities. 

In the name of the citizens of Utah, and of the adjacent States in 
our great Rocky Mountain area, I respectfully ask this committee 
to act favorably upon this bill so that the economic plight of our own 
people will per force be included among the factors to be studied by 
the Federal Power Commission when it reviews gas-import applica- 
tions. I thank you. 

Senator Purreti. Are there any questions? 

Thank you very much, Congressman. 

We will now hear from Congressman Usher L. Burdick of North 
Dakota. 
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STATEMENT OF HON. USHER L. BURDICK, A UNITED STATES 
CONGRESSMAN AT LARGE FROM NORTH DAKOTA 


Mr. Burpick. My name is Usher L. Burdick, of Williston, N. Dak. 
I ama Representative from North Dakota, and appear before this 
distinguished committee to plead in behalf of an amendment to the 
Natural Gas Act as spelled out in the bill S. 1287, authored by my 
congressional colleague from Wyoming, Senator Lester Hunt. 

Senator Hunt's legislation would give authority to the Federal 
Power Commission to curb the importation into our country of for- 
eign natural gas, and prohibit the export of United States natural 
gas, 1f such imports or exports injure any competing fuel indus try 
or domestic transportation, or cause unemployment. S. 1287 gives 
the Federal Power Commission a clear, legal basis to examine the 
effect of such importation, and to deny an application where for- 
eign natural gas would be against the public interest, but does not 
make it mandatory upon the Commission to deny the application 
because of economic dislocation. It gives the Federal Power Com- 
mission a basis for a denial, without saying it must deny. 

Western coal mining, hgnite mining, and western railroads have 
had an uphill economic fig rht in recent years, and to bring in Canadian 
Was woul | serious ly aggravate this condi ition. The discovery of oil 
iid gas in my own bare vard, so to speak, the Williston Basin, pre- 
sents formidable competitive problems to North Dakota’s lignite 
ndustry, and surely it would be improvident and unfair to permit 
foreign natural gas to add to the problems of an industry endeavor- 

to provide and sustain employment to thousands of citizens in 
our area. To introduce foreign natural gas into the Red River Val 
ley in view of the fact that domestic energy sources can amply han 
dle all fuel requirements without dependence upon foreign impor- 
tations would be foolhardy. 

Favorable action on S. 1287 would give North Dakota’s lignite 
industry—with 88 active mines and an annual production of nearly 
% million tons v: eed at close to $7 million—a chance to present to 
the Federal Power Commission data sufficient to show them that the 
application to import Canadian gas in the Red River Valley of North 
Dakota and Minnesota would be against the best public interest and 
cause grave economic dislocation, unemployment, and injury to the 
fuel and transportat ion Industries of our country. 

It is estimated that importation of Canadian natural gas would 
displace 1 million tons of North Dakota lignite annually and virtually 
eripple the industry, with resultant losses to producers and employees, 
plus reduced tax receipts to local, State, and Federal governments, 
and losses to retail firms because of curtailed payroll from the lig- 
nite and transport: ation industries. 

My sincere hope i is that vou gentlemen will act favorably on S. 1287 
in an effort to insure its passage during the present session of 
Congress. 

Senator Purretn. Are there any questions ? 

If not, thank you very much, Congressman. 

We will now hear from Congressman Harley O. Staggers, of West 
Virginia. 
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STATEMENT OF HON. HARLEY 0. STAGGERS, UNITED STATES CON- 
GRESSMAN FROM THE SECOND DISTRICT OF WEST VIRGINIA 


Mr. Staccers. Mr, Chairman, I want to express my appreciation 
for the privilege of appearing here today and giving my support 
to the proposal to amend the Natural G: as . s Act. 

The bill introduced by Senator Hunt, S. 1287, is of vital importance 
to the welfare of the domestic fuel ahaaee the transportation 
industry, and the workers employed therein. My State of West Vir- 
cinia suffered the loss of more than 9,500,000 tons of bituminous coal 
last year and the sharply declining trend in production has continued 
in 1954. Forthe months of January, February, and March, this year, 
bituminous production was more than 4 million tons less than in 1953. 

The result, of course, has been a sharp drop in the number of men 
at work in the mines of West Virginia. In 1958, for instance, the 
number of miners at werk averaged 96,000, where in 1952 the aver 
age was 103,000. This vear em ployment has drop ped to shghtly 
more than 82,000 which is a continuation of the steadily de ‘lining 
trend established in 1953. 

With coal-mine employment going down, many of West Virginia’s 
miners have moved away to try and find jobs in other States. But 
not all these victims of reduced coal production can pick wp and move. 
Most of them have to stay where they are and try to get jobs wherever 
they can, close to home. 

Just to illustrate what this means, let me tell you about a situation 
just outside Morgantown, W. Va., in Monongalia County. The prin- 
cipal of a rural school attended by 100 pupils re ported to the se ied 
superintendent that on 1 day recently 25 of those children were with- 
out a lunch from home and had no money with which to buy a lunch. 
Furthermore, many of them had only the barest minimum of cloth- 
ing, just the necessities. Those are ¢ hildren of jobless miners. 

This is the situation created by the pressure of unfair competition 
from foreign residual oil and from domestic natural gas. Is it fair, 
then, with the abundance of coal in West Virginia, and in other 
States, to impose the extra burden of competition from foreign nat- 
ural gas, to the detriment of the fuel industry in the United States? 

Can we afford to ignore and discourage the development of Amer- 
ica’s own natural resources and run the very real risk of inadequate 
fuel supplies in time of emergency ? 

The bill which Senator Hunt has proposed would not absolutely 
prohibit imports of natural gas, but it would authorize the Federal 
Power Commission to refuse import permits whenever it is shown 
that such imports would damage domestic industry or cause unem- 
ployment. 

The coal industry has already suffered much damage and it must 
be given protection from damaging competition if it is to meet all 
emerge ney demands in the future as it has met them in the past. 

You gentlemen on this committee will hear from m: ny spokesmen 
for the industry and I know you will listen to them and vote to give 
the American people the protection which the *y must have. 

Senator Purrett. We will now hear from Congressman Otto 
Krueger from North Dakota. 
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STATEMENT OF HON. OTTO KRUEGER, UNITED STATES CONGRESS- 
MAN AT LARGE FROM NORTH DAKOTA 


Mr. Krurerr. Thank you, Mr. Chairman, for the opportunity to 
appear along with these other witnesses in support of S. 1287. I 
shall be very brief, as I know that the case of the interests of my State 
will be well presented. 

S. 1287 seems to me like a sound piece of legislation if we are to 

lace the interests of our people first. Our working folks and our 
Ree are entitled to the protection that we can give them. We 
cannot make any industry strong if we are to allow importation of 
products that will seriously disturb our economy. Nor can we afford 
to allow our products to be sent out of the country uncontrolled, par- 
ticularly at times when we sorely need them. 

The proposed legislation does not make it mandatory to exercise 
the restrictive right to control importation or exportation, but does 
make possible the use of that right when the need arises. It provides 
a gate that can be opened or closed as necessary. 

North Dakota has a substantial stake in the coal industry. We 
have a good share of the Nation’s coal reserves. Mining provides a 
livelihood for many of our people. 

As a protective measure for the folks who work the mines, the busi- 
nessmen who operate them, I recommend S. 1287 for your favorable 
consideration. 

Senator Purreti. Are there any questions ? 

If not, we will hear from Congressman Joseph L. Carrigg, from 
Pennsylvania. 


STATEMENT OF HON. JOSEPH L. CARRIGG, A UNITED STATES 
CONGRESSMAN FROM THE 10TH DISTRICT OF PENNSYLVANIA 


Mr. Carricc. I am honored to have this opportunity to appear 
before the distinguished members of this Senate committee and I want 
to express appreciation for the privilege of stating my support of Sen- 
ate bill 1287 to amend the Natural Gas Act. 

The coal producers of my State of Pennsylvania, like coal pro- 
ducers in every State, are facing severe times, and the miners are with- 
out work because coal production has been reduced. Because of the 
impact of competition from foreign residual oil and domestic natural 
gas we have seen miners made jobless in Pennsylvania by the thou- 
sands in the last few years. And just a few days ago, the Hudson Coal 
Co., one of the Nation’s biggest producers of anthracite coal, an- 
nounced it was closing its Lackawanna County mining operations en- 
tirely for the month of May. This is right in the heart of my district 
in Pennsylvania. 

Where is it going to stop? Relief rolls have been growing and we 
are even getting calls for help from children of miners who want des- 
perately to get an education but whose fathers cannot pay the bills. 

Pennsylvania production of bituminous coal has fallen 14 million 
tons in the past 3 years and this year is about 5 million tons less than 
the same period of 1953. Production of anthracite, which comes 
entirely from my State of Pennsylvania, dropped more than 105 million 
tons in 1953, 
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It is grossly unfair, then, to pern iit the introduction into such 
situation of further competition in the form of natural gas iainaded 
irom Canada. The people of Pennsylvania whose livelihoods de pend 
upon coal look to C ongress to protect them from the unfair competi 
tion of foreign fuels. 

The proposal of Senator Hunt for the amendment of the Natural 
Gras Act would give the people of my State, and the people of the whole 
United States, this protection. This it or | do, not by embargoing 

all imports of natural gas, but simply by giving the Federal Power 
C ommission clear-cut authority to refuse import licenses in any case 
where it is shown that imports of foreign natural would do damage 
to any competing fuel indus try, injure domestic transportation facili- 
ties, or cause une mployme nt. 

There are other considerations, too, of vital lnportance to our na 
tional welfare. To depend on foreign sources for fuel is to make the 
national safety vulnerable to whims of a foreign government, or 
enemy attack. And if the coal industry is allowed to deteriorate, 
what then ? 

Americans think production miracles can meet any emergency. 
But they forget that production depends, finally, on the av: ailability 
of coal. There is no substitute for that. Foreign fuels must not. be 
sllowed to do i reparable damage to our own domestic coal industry, 
or any other American fuel industry. 

Il ask the members of this committee to listen most attentively to 
ihe witnesses from the coal industry who will be able to offer evidence 
in greater detail than I have. This bill touches the coal industry, the 
mine operators, the miner; it touches the storekeeper as well, for with- 
out a paycheck the miner cannot buy. The result has been to rally 
strong support throughout the industry for this bill, which I sincerely 
hope this committee will report favor: ab ly. 

Senator Purrens. Are there any questions ? 

We will now hear from Mr. Williard W. Gatchell, General Counsel 


of the Federal Power Commission. 


STATEMENT OF WILLARD GATCHELL, GENERAL COUNSEL, 
FEDERAL POWER COMMISSION 


Mr. Garcuet,. On September 3, the Commission submitted to the 
committee its report on this bill and I have some extra copies if you 
would lke to have them. 

Senator Purrett. We have them, I believe. 

Mr. GarcuetL. The Commission has nothing to add to that. 

Senator Purre... Is it your intention to read the statement or is 
it included in the record and then summarized 4 

Mr. Garcurin. If I could have it included in the record and then 
just summarize the objections to the bill as introduced. 

Senator Purreny.. It isso ordered. It will be inserted at the conclu 
sion of your testimony. 

Mr. Garcuein. The bill as introduced seems to the Commission to 
present an angle of the situation that confronts the area to which 
Senator Hunt has directed his remarks this morning on the merits 
of whether natural gas should be imported or exported in disturbance 
of the production of coal. The Commission does not express any 
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views at all but directs its attention to the discrepancy between the 
} Li . . 

cifferent features of the act as they now appear. 

’ 1 . . . —_ ‘ ° . . 

Phe bill is directed to section 3 which deals with the Importation 
and exportation of natural gas. The extension of natural gas facilities 
into other sections of the country is handled under section 7 (e) of 
the Natural Gas Act, and the Commission calls attention to the fact 
that Congress has not provided the same standards whereby the Com- 
mission can determine whether a certificate should be issued in a 
case of exporting or importing as it has in the extension of facilities 
into other areas. 

The ( ‘ommiission suggests that the language in section 7 (e) is pref- 
erable and recommends that the bill be changed so as merely to require 
the same standards in section 3 as are now embodied in section 7 (e). 

Phat ison page 9 of the print of the Natural Gas Act. 

Section 7 (e) requires that a certificate shall be issued to any qualhi- 
fied appheant, therefore authorizing the whole or any part of the 
operation, sale, service, construction, extension or acquisition covered 
by the application if it is found that the applicant is able and willing 
properly to do the acts and to perform the service proposed and to 
conform to the provisions of the act and the requirements, rules, and 
regulations of the Commission thereunder, and that they propose 
service, sale, operation, construction, extension, or acquisition, to the 
extent authorized by the certificate, is or will be required by the 
present or future public convenience and necessities; otherwise such 
application shall be denied. 

We think the same standards should be applied. 

I have just received from Assistant Secretary of State Thruston 
B. Morton a letter and, Mr. Chairman, if permissible, I would like 
to read the body of the letter into the record because it is very short ? 

Senator Purreti. You may do so. 

Mr. GATCHELL (reading) : 

Reference is made to 8. 1287, to amend the Natural Gas Act. The Department 
of State understands that the Federal Power Commission will appear at hearings 
on this bill to be held before the Committee on Interstate and Foreign Commerce 
beginning May 10,1954. This Department does not plan to testify at the hearings 
unless specifically asked to do so, but endorses the position taken by the Federal 
Power Commission in its report on 8S. 1287, submitted to the Committee on Inter- 
state and Foreign Commerce on September 2, 1953. It is understood that the 
views expressed by the Federal Power Commission in that report remain un- 
changed. 

The Department of State also, on September 16, 1953, reported on 8S. 1287 at 
the request of the committee. This Department recommended against passage 
of the bill for several reasons including the fact that enactment of the bill might 
place the United States in violation of a trade agreement commitment with 
Canada, which might, in turn, jeopardize reciprocal concessions of benefit to 
the United States obtained in exchange for our commitment. A copy of the 
Department's report is enclosed for the Commission’s information. 

If the Commission should, for some reason, change its views on S. 1287, this 
Department would appreciate being informed. The Commission may put this 
letter in the record of the hearings if it wishes to do so. 

Senator Purreny. I think at this time it might be well to have in- 
cluded in the record this letter from the State Department, the original 
letter which was sent to the committee. 

Mr. Garcueti. That was on September 16. 
Senator Purrenn. That is right. It is September 16, 1954, on my 


copy. 
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(Original letter Septembei 16, 19538, from Department of State is as 
follows :) 


DEPARTMENT OF STATE, 
Sept mber 16, 1954 

My DEAR SENATOR BrickeER: Further reference is made to a letter dated 
March 12, 1953, from the chairman, requesting the comments of the Depart- 
ment of State on S. 1287, to amend the Natural Gas Act, and to my acknowledg 
ment of March 16, 19538. This proposed amendment to the Natural Gas Act 
raises questions not only within the field of responsibility to the Federal Power 
Commission but also with respect to United States interests in the field of 
foreign policy 

Section 3 of the Natural Gas Act prohibits the exportation or importation 
of natural gas from and into the United States except upon authorization of 
the Federal Power Commission The Commission may refuse such authoriza 
tion only if it finds, after granting opportunity for public hearings, that the pro- 
posed exportation or importation will not be consistent with the public interest. 
The Commission may limit this authorization to import or export natural gas 
or make it subject to certain conditions; it may from time to time, after oppor- 
tunity for hearings, and for good cause, issue supplemental orders changing the 
authorization 

S. 1287 would limit the Commission’s present authority by providing that 
“It shall not be deemed to be consistent with the public interest to authorize 
the exportation or importation of natural gas in any case where the Commis 
sion finds that such exportation or importation will result in economic disloca- 
tion, unemployment, or injury to competing fuel industries of the United States.” 
S. 1287 would thus establish criteria which are in fact narrower than the publi 
interest, and it would specify circumstances in which the Commission would 
be obliged to refuse such authorization even in derogation of the public interest 
and to the prejudice of other American enterprises. By establishing injury, 
however slight, to a competing fuel industry as a compelling criterion, the pro- 
posed amendment would substitute arbitrary Government regulation for the 
judgment of American producers and consumers as to which products would 
most adequately meet their needs and preferences. It is possible that enact- 
ment of the proposed bill would exclude all imports or exports of natural gas 
into or from the United States. In practice, Canada and Mexico would be the 
only countries effected. The Department would consider it most unfortunate 
if an unnecessary barrier were to be placed in the way of mutually beneficial 
trade with these countries without regard to the effect of such restrictions 
upon Our overall economic and security interests. 

In the field of international trade policy the United States granted a finding 
of the duty-free tariff status of natural gas (in par. 1719 of the Tariff Act of 
1930) in the General Agreement on Tariffs and Trade (GATT) signed at 
Geneva in 1947 and agreed not to place quantitative limits on imports except 
under specified conditions designed to provide adequate safeguards to domestic 
industry. This concession is, of Gourse, subject to the escape clause (article 
XIX) of the general agreement which provides that if, as a result of unfore- 
seen circumstances and of a tariff concession, imports increase in such a man- 
ner as to cause or threaten serious injury to any domestic industry, the con- 
cession may be modified or withdrawn to the extent and for the time necessary 
to prevent the injury. Thus on the import side, the domestic industry, in addi- 
tion to the safeguards ineluded in section 3 of the Natural Gas Act, also has 
the protection of the escape clause in the general agreement in case domestic 
industry suffers or is threatened with serious injury from imports. There is 
thus no necessity for additional safeguards for domestic industry against 
imports. On the other hand 8S. 1287, should it become law, would seriously 
prejudice United States interests if it required the withdrawal of modification 
of a concession where no “serious” injury could be shown to have occurred 
or was threatened. Such action would violate United States commitments 
under the General Agreement on Tariffs and Trade and could therefore be 
expected to jeopardize reciprocal concessions of benefit to the United States 
obtained in exchange for our commitment. Furthermore, in setting up unilater- 
ally new and arbitrary criteria as the basis for a complete prohibition on impor- 
tation and exportation of natural gas, the United States would again open 
itself to the now frequent criticism that our trade policy is one of opportunism 
rather than of genuine effort to help other countries earn the dollars they need 
for essential purchases here. 
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Because there is no need for additional safeguards to the domestic natural 
gas industry against serious injury from imports, because S. 1287 would go far 
beyond providing reasonable safeguards, because it would severely restrict 
the Federal Power Commission in regulating the importation and exportation 
of natural gas in the public interest, and because it would place the United 
States it Olation of mutually advantageous international commitments and 
provoke new sources of friction with our allies and other friendly countries the 
Department of State recommends that S. 1287 not be enacted 

The Department has been informed by the Bureau of the Budget that there 
is no objection to the submission of this report. 

Very truly yours, 
For the Secretary of State 
THRUSTON B. Morton, 
Assistant Necretary. 

Mr. Garcnenn. Mr. Chairman, I will be glad to answer any 
questions | can. 

Senator Purren.. Senator Hunt. do you have any questions / 

Senator Hunt. I would like to make a comment with reference to 
the letter from the State Department which you have read. It is just 
that viewpoint that has demoralized the wool industry, that has all 
our metal mining on the rocks and made it necessary for us, the other 
gislation to circumvent the State Department. The 
state Department takes the viewpoint that they are more interested 
n production in foreign countries than they are in production in the 
United States. Weare going to have a declining economy, and I think 
th il lately our economy has declined enough. And sO we should start 
looking after our Americans. 

Senator Pasrorr. Do you think we could import a sufficient amount 
of surplus products of foreign countries in order to make an eco- 
nomic advantage for them to the extent that we would not be destroy- 
ing our own American industry ? 

Mr. Gavenett. That is a rather broad question. TI would prefer 
not to answer. 

Senator Pasrore. That is a pertinent question. You keep talking 
in terms of stimulating more foreign trade. Asa platitude it is a fine 
tatement. There are so many countries in the world that are able 
to export surplus products and if we imported them and attempted 
to give them preference over our production, we would be destroying 
American indust ry. We are try ing to bite off more than we can chew. 

Senator Purrett. May I state that earlier I indicated there was 
over $500 million more exported to Canada than imported from 
Canada into this country. 

Did you wish to remark about that, sir? 

Mr. Garcuent.. The imports and exports of natural gas are not in 
that same category. 

Senator PurrerL. I am not speaking of natural gas. 

Mr. Garcuep.. There are some small exports to Mexico and the one 
import of the Montana Power Co. is for industrial use only and not 
for domestic fuel. 

The only other suggestion I know of from Canada is in the Pacific 
Northwest and that is still pending before the Commission. 

Senator Purreit. Senator Hunt, do you have any questions? 

Senator Hunt. I would like to make the comment with reference 


day, to vet some te 


to the matter of exporting into Canada. Canada has a population of 


1D mill on people and we have 160 million people, and I do not think 
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Senator Purret.. Have you any other questions, Senator Hunt? 

Senator Hunt. Not at this t me, Mr. Chairman. 

Senator Purrei.t. Senator Schoeppel, do you have any question ¢ 

Senator ScHoEPPEL. I do not have any question other than the fact 
that I reeall a few years ago that the matter came up about granting 
some connections and ext nslol of lines over into the Dominion of 
anada, sought to be 
exported to Canada, natural gas from some of the areas in this coun 


’ 1 1 
Canada wherein there was exported over into ( 


try. I do know that there was some apprehension raised about the 
indiscriminate or, let us say, a continued building up of exporta- 
tion of nature ul gas of a particular type of sweet gas sot 1 areas that 
the Commission, the Federal Power Commission charged with these 
matters. took a "pretty realistic view and that in some ot the prod ¢ 

ng areas, for instance an area In My own Stat which is known to 
be the greatest sweet gas producing area in the world—and how long 
that will be I don’t know but the que tion came up at that time as 
to the indiscriminate permitting of the exportation of was and the 
big drainage that would be made on these particular areas with this 
big transcontinental pipeline going across State lines to the exclusion 
of muni ipalities and users of gas within the State of Kansas, and 
some of the immediate area who had franchises, some of them for as 
much as 25 to 30 years and some of them for 10 and le » Vears, and that 
cid resolve itself into the Federal Power Commission looki ne at it 
very Cal fully to protect and to safe cuard thie supply that Was con 
tracted under firm contracts to be pro ided for. 

I mention it only for this reason, that there is a fine relationhip 
there that the Federal Power Commission must exercise in the public 
interest to see that In that instance had it been ona large exporting 
basis and ratio the pub lie interest of certain sections of the United 
States would have been seriou sly impaired, 

The reverse is true, and sought to be protected | i this bill, now 
the nepere of fas into these areas will seriously cats with the coal 
and evel the ere vas production and I do think that Senator 
Purtell, the chairman of this subcommittee, has mentioned, and as the 
Senator oa Rhode Island has mentioned, is a change here that 
has to be pretty carefully watched in the ‘na legislation to see that 
it is properly balanced. 

I do not think that I can write into a bill hard, fast standards today. 

Mr. Garcuetn. You are referring to something which has troubled 
us considerably. A proposal was made to export gas into Canada 
in connection with the extension of natural gas facilities into the 
New Eneland States, and last summer the Federal Power Commission 
authorized the exportation of a very limited amount of gas to Canada, 
around the Toronto section. That exportation has not yet been made 
because of other things, but among the considerations which the Fed 
eral Power Commission had to bear in mind was the effect upon those 
cities and communities in the United States which are entitled to gas 
ser vie ‘e and hi ave alre ady bee ‘nh rece 1V ing gas sery ice or could economil- 
cally be served by naturs al as companies. 

One of the difficulties, just as legal matter in interpreting this 
amendment, which would occur to me, is that it would be extremely 
difficult when the Commission could permit the exporting of or im- 
porting of natural gas under this amendment if there would be any 
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Injury to competing fuel industries or if there would be any unem 


As for economi d slox ations. I confess I am somewhat in the dark. 
There has be t serious effect upon the coal industry with which 
the Federal sedi’ Commission is well aware, because they come be- 
fore us in every gas certificate case and present the facts in that partic- 
ular connection. 


The Federal Power C'¢ mmiss on is we I] : iware ot that and they are 
certainly sympathetic with the interests of these coal miners and coal 
operators in trying to see that there is no goreater d ee ot the ir 
normal economic functions than would ordinarily occur by the use 


ubstitute fuel 

On f the pomts that the Commission has frequi ntly called to the 
attention of the Congress is that Congress permits in the Natural Gas 
Act and the Commission carries out, is that the Commission can sus- 
pend urate Increase except for resale for industrial use only, and where 
a gas company proposes to sell and resell for industrial use only, we 
cannot suspend it. 

The Commission has recommended that that suspension be afforded 
also to the Commission with respect to the sales for indust rial use only 
because you are speaking of something which is of very serious eco- 
nomic importance and I am certain the Federal Power Commission is 
sympathetic with those matters you mentioned, but the difficulty is in 
writing legislation that would do that. 

Senator Purrett. May I make a comment at this time? Was the 
chairman correct in his unde rst: anding and his statement earlier that 
the Director of the Office of Defense Mc ybilization in 1952 wrote to 
the Federal Power Commission to say that it was their position, the 
position of his agency and other agencies of Government, including 
the Munitions Board, that imports of natural gas from Canada would 
be strategically important to this country ? 

Mr. Garcneni. I would have to check that. I have an impression 
of that letter and I have not referred to it recently enough to know. 
It sounds to me like you have correctly interpreted what their letter 
said. 

Senator Purrenn. That was my understanding, and I wondered 
whether your memory would serve you 1n saying it was. 

Mr. Garcnett, In my recollection it was, but I wouldn’t know defi- 
nitely. 

Senator Purretn. Would you mind furnishing us a copy of that 
letter for the record 2 

Mr. Garcue in. I would be glad to. 

(Letter from Director, Office of Defense Mobilization, to Federal 
Power Commission, December 5, 1952, was subsequently furnished by 
another witness. Mr. Edward Falck, and it is printed immediately 
following Mr. Falck’s testimony, infra.) 

Senator Hunr. When vou were giving consideration of exporting 
natural gas from this country into Canada, what was the position 
of the Canadian Government ? 

Mr. Garcuett. The Canadian Government took no official position. 
The application was pending before the provincial governments from 
Alberta into the eastern portion of Canada. Quite an extensive pipe- 
line installation is called for and they had many domestic considera- 
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tions to keep in mind. They did not appear before the Commission 
In any official position. ‘That was in connection with the Toronto 
exports. 

Senator Purret.. Senator Monroney, do you have any questions ? 

Senator MoNRONEY. Nog ieSllONs. . 

Senator Purre.tn. Senator Pastore / 

Senator Pasrorr. A short while bick Senator Hunt suggested that 
possibly I would suggest some Clarifying language. I have written 
something rather hurriedly and U would like to get it into the record 
for the consideration of the members of the committee. ] do not 
want to be bound by it myself, but I throw it out for what it is worth. 

In the interest of avoiding economic dislocation, unemployment, or 
injury to competing fuel industries of the United States, it shall not 
be deemed to be consistent with the public interest to authorize the 
importing of natural gas whenever the Commission shall determine 
that there is an adequate supply of domestic gas to reasonably meet 
the domestic need for such natural gas. 

Senator Purrety. You want us to consider it and have it in the 
record and consider it at a subsequent time ¢ 

Senator Pasrorr. Yes, sir. 

Senator Purrety., Thank you very much. 

Are there any other questions of Mr. Gatchell ? 

If not, thank you very much, Mr. Gatchell. 

Without objection, the report of the Federal Power Commission of 
September 2, 1953, will be inserted in the record at this point. The 
report is as follows: 

FEDERAL POWER COMMISSION, 
Washington, September 2, 1953. 
Hon. JoHN W. Bricker, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington 25, D.C 

DEAR MR. CHAIRMAN: In accordance with the request of your committee there 
are enclosed four copies of the report of the Federal Power Commission on the 
bill S. 1287, a bill to amend the Natural Gas Act. 

We have just been advised by the Bureau of the Budget that there is no objee- 
tion to the submission of this report to the committee. 

Sincerely yours, 
JEROME K. KUYKENDALL, Chairman, 


FepERAL PowrerR COMMISSION, Report ON S, 1287, 8383p CoNGRESS, 18ST SESSION, 
4 Bru. To AMEND THE NATURAL GAS ACT 

S. 1287 would amend section 3 of the Natural Gas Act, governing the expor- 
tation and importation of natural gas, by inserting therein the following specific 
requirement : 

“That section 3 of the Natural Gas Act is amended by inserting between the 
second and third sentences thereof a new sentence as follows: ‘It shall not be 
deemed to be consistent with the public interest to authorize the exportation or 
importation of natural gas in any case where the Commission finds that such 
exportation or importation will result in economic dislocation, unemployment, 
or injury to competing fuel industries of the United States’.” 

The present standard for determination of an application for an order author- 
izing the exportation or importation of natural gas under section 3 of the Natural 
Gas Act requires that the Commission issue the order applied for “unless, after 
opportunity for hearing, it finds that the proposed exportation or importation 
will not be consistent with the public interest.” 

Section 7 (e) of the act establishes standards with respect to applications for 
certificates of public convenience and necessity authorizing the construction or 
extension of facilities or the transportation or sale of natural gas, subject to 
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of the Commission. These standards require that “* * a cer 
ssued to any qualified applicant therefor, authorizing the whole 
| ‘ Merarior Siileé S \ e, const eTion, extension, or acquisi 
‘ wv the applicatiol f it found that the applicant is able and will 
prope to do the cts and to pe in the service proposed and to conform 
the act alr f eq rements, rules, and regulations of the 
‘ ‘ | ( seq] s vice, sale, operation, onstrue 
t< e extent authorized bv the certificate, is or 
0 reguired by the present ¢ \ re public convenience and necessity ; other 

i aie Qs 
tc of al rties concerne neludir those of competing fuel inte 
be p ected. the ¢ mission be ves, by amet! ng the standard 
ol expres wit! hose containe nm s¢ on 7 (e) The 
} convenience and necessity would comprehend among its many 
specif consideration proposed by S. 1287 The Commission 
| ‘ ly lif the Commission is required 
o S] s ! enlence ind PCESSITYN nstead of 
S Si spects olated and fixed inflexibly by statute, a process 
| ¢ ead in specific cases to decisions not supported by overall con 

S S pul eniel nd necessity 
ew of the Commission that the standards of sections 38 and 7 (e) 
be made expressly consistent by amending the second sentence of section 
‘ 

he Commission shall issue such order upon application therefor if, after 
hearing, it is found that the appl nt is able and willing prop 
do the acts nad TO pe 0 i he service proposed and o conform to the 


provisions of the act and the requirements, rules, and regulations of the Com 


eunder and that the proposed exportation or importation, to the 


é ] ed by the order, is or will be required by the present or future 
pub convenience and necessity; otherwise such application shall be denied. 
* Commission recommends enactment of the above change in section 3 of 
the tin lieu of the changes proposed by S. 1287 
Respectfully submitted 


I 5 
By Jerome K. KUYKENDALL, Chairman. 
We have with us Mr. Harold J. Barton from the Bureau of Mines 
of the Department of the Interior. 
I might say that we will 


DERAL PoWwrR COMMISSION 


try to confine our questions to the matter 
at issue 1 think I went afield in one or two instances, and we have so 
nanny fher witnesses that ] shal] try, for ny self, certainly, to confine 
mvself to the remarks at issue. 


Will you proceed, Mr. Barton. 


STATEMENT OF HAROLD J. BARTON, PETROLEUM AND NATURAL 
GAS ECONOMICS COORDINATOR, BUREAU OF MINES, DEPART. 
MENT OF THE INTERIOR 


Mr. Barron. In his letter of November 5, 1953, to Senator Bricker, 
Assistant Secretary of Interior Wormser stated that the Department 
ade no recommendation with respect to Senate bill 1287. With this 
as background, I would like to present some data relative to the his- 
tory and present status of the foreign trade of the United States in 
natural was, 

Over the years, United States foreign trade in natural gas has rep- 


= 


resented an insignificant portion of our domestic production. In 1952, 
the latest vear for which complete data are available, our receipts were 
equal to less than one-tenth of 1 percent of our marketed production 
and our exports to three-tenths of 1 percent of this figure. 
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As far as Canada is concerned, this foreign trade was very small 
until the middle of 1947 when exports to Windsor, Ontario, began. 
These increased gradually to a total of almost 6 billion cubic feet 
In 1952, equivalent ona B. t. u. basis to 235,000 tons of coal. 

In 1952, by special arrangement between the United States and 
Canadian Governments. imports of natural gas into this country 
to supply fuel to certain copper smelters in Montana were started. 
These amounted to almost & billion cubic feet in 1952 and 9.2 billion 
cubic feet in 1953. This latter figure is equivalent to almost 870,000 
tons of coal so that our total trade with Canada is about 15 billion 
cubic feet or 605,000 tons of coal equivalent, with a net import balance 
of about 2 billion cubie feet or 80,000 tons of coal equivalent. 

Our only other foreign trade in natural gas is with Mexico, to whom 
we export relatively substantial quantities. This export shipment ha 
increased gradually over the years, reaching a total of 27.5 billion eubic 
feet, equivalent to 1.1 million tons of coal in 1952 

In looking to the future, it appears that the available supplies o: 
natural gas in both Canada and Mexico will increase for a considerable 
number of years. Whether there will be incentive for these countries 
to export gas to the United States depends on their own requirements 
for gas and whether their gas supplies are so located that they can 
ee ally supply these requirements. 

For Canada, the principal consuming areas are in the east and the 
extreme western portions of the country, both far removed from the 
chief source of gas in Alberta. Plans have been made, however, to 
construct a pipeline to supply gas to eastern markets and it is con 
ceivable that such a line could supply border cities in the United States, 
such as Detroit, more economically than other means. Similarly, a 
pipeline to the west coast could probably provide an economic fuel 
supply to the States in the Pacific Northwest. In fact, it is possible 
that the gas requirements of western Canada are insuflicient to justify 
a pipeline eat are supplemented by the requirements in the adja- 
cent area of the United States. 

For Mexico, the sup plies of gas that are available for import are 
those coming from fields adjacent to the border. These appear to be 
increasing, and are removed from Mexican consuming centers, but are 
convenient to certain of the large transmission pipelines in this coun 
try. Because of the limited outlets for this gas, it would probab rly 
provide a reasonably price «1 fuel supply for consumers in this country. 

I would like to submit for the record this table giving the details 
of United States imports of natural gas back to 1936. 

Senator Purret.. Without objection, the table will be made a part 
of the record at this point, Mr. Barton. 

(Table, natural gas imports and exports, is as follows :) 
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Natural gas imports and caxports 


I ns of cubic fe 
} Import 
( Vi I Canada Mexico 
iv S4 2 1 2 
193 s { ’ SHS 280 
1038 1 743 S 2 
iv 3, O46 22 13 
194( ”) 473 } 
194 2 { j 
104 130 &, 572 x 2 
194 1 11.079 21 
1944 43 14, 433 14 f 
104 41 18, Ol¢ 18, 207 
14 x) 17, 47 l 
104 2 17, 942 &, 149 
1948 193 18, 51 1s 4 
194 19, 838 2). 064 
19 170) 9 79 
19 3, 630 2 24. 16. 
19 100 21, 55t 45 7, 80 1 
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Mr. Purvet.. Without objection, I shall insert in the record at this 
point the reports of the Department of the Interior, the Department 
of Justice, and the General Accounting Oilfice upon S. 1287. 

(The reports are as follows :) 


UNITED STATES DEPARTMENT OF THE I NTERTOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., November 5, 1958. 
Hon. Joun W. Bricker, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D.C. 


My Dear Senator Bricker: This is in response to the request of your com- 
mittee for our comments on S$. 1287, a bill to amend the Natural Gas Act, which 
has been referred to your committee. 

This bill would add to the Natural Gas Act a declaration that it would not be 
consistent with the public interest to authorize the importation or exportation 
of natural gas in any case in which the Federal Power Commission finds that 
such importation or exportation will result in economic dislocation, unemploy- 
ment, or injury to competing fuel industries of the United States. It is not likely 
that the importation of natural gas into an area would ever fail to result in 
injury to competing fuels, particularly coal. While some use of natural gas 
in new areas is for new uses, a substantial portion of the natural gas to be 
introduced in any area must be assumed to be for the purpose of replacing 
coal or other fuels as a source of energy. It therefore follows that in every 
case of an application to permit the importation of natural gas into an area, 
the Federal Power Commission could appropriately find that granting the ap- 
plication would result in injury to competing fuels. 

The effect of this bill, therefore, if enacted into law, would be to put the 
Federal Power Commission in a position where it would probably be obliged to 
deny every application for the importation of natural gas into the United States, 
because the injury to competing fuels would, in and of itself, call for a finding 
that the requested movement of natural gas was not in the public interest. 

We understand that the words “exportation” and “importation” refer to the 
movement of natural gas into the United States from another country or outside 
the United States to another country; and that they would not apply to move- 
ments from one area to another within the United States. On this basis the 
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limitation on exports appears designed to prohibit the exportation of domestic 
gas solely in order to protect foreign markets of domestic competing fuels. 

The issue presented to Congress by this bill is primarily an economic and 
social question. The problem is measuring the interests of the coal industry, 
including both miners and those engaged in the sale or distribution of coal, 
against the interests of the consuming public in purchasing the fuel of their own 
choice and which they find to be the most economical. 

Accordingly this Department makes no recommendation with respect to the 
problem. 

The Bureau of the Budget has advised that there is no objection to the sub 
mission of these views to your committee. 

Sincerely yours, 
FE. E. WoRMSER, 


issistant Secretary of the Interio 


DEPARTMENT OF JUSTICE, 
September 9, 19538 
Hon. JOHN W. BRICKER, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D.C. 

DEAR SENATOR: This is in response to your request for the views of the Depart 
ment of Justice relative to the bill (S. 1287) to amend the Natural Gas Act. 

Section 3 of the Natural Gas Act (15 U. 8. C. 717b) prohibits exportation of 
natural gas from the United States to a foreign country or importation of natural 
gas from a foreign country to the United States unless an order is secured from 
the Federal Power Commission authorizing such exportation or importation. 
It further provides that the Commission shall issue such an order upon appli 
cation, unless it finds that the proposed exportation or importation will not be 
consistent with the public interest. 

The bill would amend section 3 of the act by inserting a sentence providing 
that authorization for exportation or importation of natural gas shall not be 
deemed to be consistent with the public interest where the Federal Power Com- 
mission finds that “such exportation or importation will result in economic dis- 
location, unemployment, or injury to competing fuel industries of the United 
States.” 

Whether the bill should be enacted involves a question of policy concerning 
which this Department prefers to make no recommendation. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report. 

Sincerely, 
WILLIAM P. Rogers, 
Deputy Attorney General. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Varch 23, 1953 
Hon. CHARLES W. TosBrey, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 

My Dear Mr. CHAIRMAN: I have your letter of March 12, 1953, enclosing a 
copy of S. 1287, 88d Congress, entitled ‘A bill to amend the Natural Gas Act,” 
and inviting any comments I may care to offer concerning the proposed legis- 
lation 

The bill, if enacted, would amend section 3 of the Natural Gas Act by inserting 
between the second and third sentences thereof a new sentence as follows: “It 
shall not be deemed to be consistent with the public interest to authorize the 
exportation or importation of natural gas in any case where the Commission 
finds that such exportation or importation will result in economic dislocation, 
unemployment, or injury to competing fuel industries of the United States.” 

Since the provisions of the bill do not affect the functions of the General 
Accounting Office and since we have no specific information with respect thereto, 
I have no comments to offer. 

Sincerely yours, 


LINDSAY C. WARREN, 
Comptroller General of the United States. 
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tor Purrect. Do you have any questions, Senator Hunt ? 


eT | wv Hus No quest 

el rd] rELI senatol shoeppel ! 

a | { SCHOEPPE!I No « ues ! 

‘ ] l I Senator M \ 

_ i Moni NEY. No questions 

Se r Purretn. Senator Pastore / 

- Pastore. No questions. 

"7 it¢ PurTeLL. Mr. J« eph Ie. Moody is here, pres dent of the 
Southern Coal Produce \ssociation. I understand that he will 
take Just or 3 minutes lj if ireeable to the rest of the com 


he 
mittee we can hear Mr. Mooe 


\ now, 


STATEMENT OF JOSEPH E. MOODY, PRESIDENT, SOUTHERN COAL 
PRODUCERS’ ASSOCIATION 

Mr. Moony. My name is Joseph E. Moody. I appear in my capacity 

is president of the Southern Coal Producers’ Association. ‘This asso 
represents coal-mine operators in West Virginia, Virgmia, 

Pennessee, and Kentucky. This area, known as the Southern bitu 
mine coal fields, produces ipproximately one-third of the national 
produ ( 

I present the views of our member I" hip which are very positively 

favor of the passage of the Hunt bill (S. 1287). 

In order that our concern may be well understood, | believe a short 
review of our markets is in ordet 

I ro dnany years the So ithern field has shipped a large amount of 
coal to the lake l iarket. The coal is put ab ard the ore carriers on 
the Great Lakes and it is the income from this return load that makes 


feasible the transportation of the iron ore at very low rates from the 
upper lake region. To harm this coal market is to throw out of bal- 
ance the whole basic economic structure that has all of these years 


l 1 


» balanced the cost of transportation of iron ore as to have been the 
very key to our worldwide eminence in steel production. 

We believe that the Congress acts for the best interest of the United 
States primarily, that its members are elected by the people of the 
United States and not by the people of Canada, Venezuela, France, or 
Germany and, therefore, the interests of the American people and 
American industry should have a priority with the Members of Con- 
OTeSS., 

The Hunt bill is just that sort of legislation. It does not hurt any 
other country, but, it does attempt to put the authority to protect 
American workmen and American industry from the inroads of for- 
eign imports. It does not exclude those imports, but gives the au- 
thority to the Federal Power Commission to withhold approval of the 
importation of foreign produced gas from Canada, if such importa- 
tion of gas will endanger the livelihood of American workmen and 
the business of American companies. It seems to me this isa fair and 
honorable approach to the problem. 

In 1953 there were 43 million tons of bituminous coal shipped on 
the lakes. This is a major amount of the national production and the 
“bread and butter” production of a large number of the major com- 
panies inthe Southern fields. . 
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As is well known, we have had a serious blow to our markets on the 
eastern seaboard, where the policy of the Department of State has 
been that it was necessary to maintain a high standard of production 
in) Venezuela, which country exports large amounts of crude oil and 
Woh ore. We agree that \ enezuela should trade wherever she Can, 
but, it is hard to explain to the 3 million voters in some 2+ States that 
produce coal, that they should pay for Venezuelan or Canadian pros 
perity with their jobs and the well being of their families. 

I understand that the Department of State has expressed its official 
opposition to the Hunt bill (S. 1287), on the basis that the Depart 
ment made an agreement under General Agreement on ‘Tariff and 
Trade in 1937 (GATT) that we would not restrict the importation of 
natural gas. Mr. Hall of the National Coal Association will cover 
this, so I will not belabor the subject, but it must be of some satisfac 
tion to the honorable chairman of this committee, the senior Senator 
from Ohio, Mr. Bricker, to have such confirmation from the State 
Department that it considers GATT as a controlling agreement in 
this situation. Although I believe that GATT was never ratified by 
the Congress of the United States. It would seem that Senate Joint 
Resolution No. 1 May have to be revived. 

In conclusion, we urge your committee to act favorably on the Hunt 
bill (S. 1287), at as early a date as possible. We believe that this bill, 
when enacted, will help to ceive some stability to the fuel markets of 
the Midwestern States and the lake markets. 

We believe that it is fair legislation. 

We believe that the sponsors of the pipeline, both built and pro 
jected in Canada to pre \ idle a major source of vas TO be piped by side 
lines into the major fuel markets of the United States, should be 
put on notice that these markets are not to be disrupted by the dump 
ing of vast amounts of Canadian gas, but that the United States 
proposes to maintain some stability by limiting the introduction of 
foreign fuel to the amounts needed beyond available domestic sources 
of supply. 

[ am sorry I did not have an opportunity to be here a little earlier, 
Senator Pastore, to answer some of the questions and, coming from 
the State of Connecticut I know your problem. ] can assure vou you 
will hot have any shortage ot ras because we will be makine it in 
West Virginia and putting it in pipes. In the meantime we are 
trying to maintain the Integrity of the coal Industry that is not 
being maintained at the present time. 

Senator Pasrore. You did indicate that there was some language 
which was difficult to interpret. I would appreciate any sug 


roves 


tions you can make or will make 

Mr. Moopy. You used the words “natural gas” in the language 
of your amendment. I think if you would use “other mineral fuels” 
and not natural gas, as it is a little specific because in our in lustry 
we are spending a lot of time trying to fivure out how to maintain 
the equity in the gasline. The coal industry will have to pay off 
the pipelines’ indebtedness. 

Senator Pr RTELL, \re there any further questions of Mr. Moody 6 

If not, we will hear from Mr Robert EK. Lee Hall. genera | counsel 
for the National Coal Association. 
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STATEMENT OF ROBERT LEE HALL, GENERAL COUNSEL, 
NATIONAL COAL ASSOCIATION 


Mr. Hfaun. My name is Robert E. Lee Hall and I am general coun 
sel of the National Coal Association, a nonprofit trade organization 
of bituminous coal mine owners and operators with offices located 
in the Southern Building, Washington, D.C. The association rep 
resents in excess of 70 percent of the commercially produced bitu 
minous coal in Y8 States of the Nation. 

1 wish at this time to express appreciation for the opportunity of 
appearing before this committee, 

The membership of the National Coal Association believes that 
the public interest will best be served by the enactment of the bill 
(S. 1287) mtroduced in the Senate by Senator Lester C. Hunt, Dem- 
ocrat, of Wyoming, or the measure H. R. 4997, sponsored in the 
House of Representatives by Congressman Douglas R. Stringfellow, 
Republican, of Utah. The solid backing of the coal industry for 
the objectives of these bipartisan measures 1s evidenced by a resolu- 
tion of the membership of the National Coal Association which was 
unanimously adopted October 21, 1953, at the annual convention in 
Washington, D. C., and which reads as follows: 


Be it reso d, That the members of the National Coal Association, in con 
vent assembled this 21st day of October 1953, urge the Congress of the United 
States and the Federal Power Commission to recognize that it is not con 
istent with the public interest to authorize the importation of natural gas in 
any case where such importation will result in economic dislocation, unem 


ployment, or injury to any segment of competing fuel industries of the United 
States. 

It shall be my purpose today to attempt to convey to the committee 
the sense of urgency we feel about the need for congressional action 
looking toward more adequate control over proposed importations 
of great volumes of natural gas from foreign sources. The gas im- 
port proposals now pending before the Federal Power Commission 
and the many in prospect present questions of high public interest and 
concern that merit action before the door is opened to economic dis- 
tress in wide areas of the United States. 

Citations covering this matter are as follows: Northwest Natural 
Gas Co. (docket No. G-996, G-1916, G-1917) ; Pacific Northwest Pipe- 
line Corp. (docket No. G-1429); Westcoast Transmission Co., Inc. 
(docket No. G-1526, G-1919, G-1920); Glacier Gas Co. (docket No. 
G-1816, G-1817. G-1818) ; Northern Natural Gas Co. (docket G-1918, 
G-1926. G-1927): Trans-Northwest Gas, Inc. (docket No. G-1923, 
G-1924, G-2111); Colorado Interstate Gas Co. (docket No. G-2121) ; 
et al. 

The maintenance of the Nation’s economic welfare, security, and 
defense potentials require revision of the Natural Gas Act if foreign 
gas is to be superimposed upon the American fuel economy. (Public 
Law No. 688, 75th Cong., 3d sess (June 21, 1958).) 

We believe that S. 1287 will achieve this end and should receive the 
immediate favorable consideration of the Congress. 
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IDENTIFICATION OF COAL’S INTEREST IN THE PROBLEMS CREATED BY 
IMPORTATIONS OF FOREIGN NATURAL GAS 


The bituminous coal mine owners and operators have a high stake 
in congressional attitudes toward foreign gas, since the industry’s very 
existence as a going concern may depend upon the proper solution 
of the complex problem of foreign competition. National production 
of bituminous coal has dropped from a high of 630 million tons ia 
1947 to 453 million tons in 1953—and a low of less than 400 miilion 
tons seems in oe for 1954. This alarming decline in the annual 
production of the Nation’s basic fuel industry will be seriously aggra- 
vated if foreign natural gas is to be imported without regard for the 
consequences to competing American fuel and transportation indus- 
tries or the employees dependent thereon. 

However, the detailed story of the impact of proposed foreign 
natural gas importations on mines, investment, and employment in 
the coal and railroad industries will be presented by other witnessee 
who will follow. 

INADEQUACY OF NATURAL GAS ACT 


The Natural Gas Act of 1938, as amended, governs the importation 
(and exportation) of natural gas. Section 3 


of the act specifically 
provides that no person shall 


import any natural gas from a foreign country without first having secured an 

order of the Commission (Federal Power Commission) authorizing it to do so. 
The act further provides that the Commission shall issue such order 

upon application unless it finds that the proposed importation— 


will not be consistent with the public interest. 


It is submitted that this provision is wholly inadequate to protect 
the interests of the Nation in that it fails to establish necessary stand- 
ards to guide the Federal Power Commission in the exercise of its 
wn ity to grant or deny an import application. 

1287 would cure this defect by defining the term “public interest.’ 
T ei ill would establish that it is not in the public interest to authorize 
Imports of natural gas where such imports would result in “economic 
dislocation, unemployment, or Injury to competing fuel industries.” 

We heartily endose the objectives of S. 1287 and believe that the 
committee will see that a clearer definition of “the public interest” 
is essential if the Federal Power Commission is to exercise any func- 
tion other than that of giving automatic approval of import applica- 
tions as a routine consequence of their filing. 

It would appear that the Federal Power Commission itself agrees, 
at least in part, with Senator Hunt’s view that section 3 of the Naturs al 
Gas Act should be amended. The difference is only one of degree. 
Mr. Gatchell, the General Counsel of the Federal Power Commission, 
hase xpressed the views of the Feder: . aoe r Commission. 

In its 38d annual report, 1952-53, page 153, to the C ongress, the 
Federal Power Commission, in commenting on the Hunt bill, S. 1287, 
had this to say: 

The Commission, in its reports to the Senate and House committees, expressed 
the view that the interests of all parties concerned, including those of competing 
fuel interests, would be best protected by amending the standards of section 3 
to confrom expressly with those contained in section 7 (e) * * *. 
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It is the unmistakable implication of the Commission’s recom 

‘ndation that the present st indards set forth in section 3 with 
respect to granting or denying gas import authorizations are 
nadequate, 

Phe Federal Power Commission apparently would raise the present 
standards to “conform expressly” with those of section 7 (e) which is 
to say that applicants to import foreign natural gas must meet the 
sume requirements as applicants for certificates of public convenience 
and necessity in connection with the distribution and sale of domestic 
natural vas in interstate commerce, 

We applaud the Federal Power Commission view which would 
thus raise the standards in section 3 but believe that the recommenda 
tion should go further so as to atford full protection for the “com- 
peting fuel interests” mentioned in the Federal Power Commission 


report, 

The standards set forth in the Hunt bill (S. 1287) are more strin 
event than those now contained in section 7 (e) of the Natural Gas Act, 
but they are fair and reasonable, They would require the Federal 


Powe Commission specifically to consider whether proposed vas 
imports will result in “economic dislocation.” 

Is it not inthe public interest to consider this prospect before grant 
ras the right to compete with American fuels and disrupt 


ne foreien oe 
An lerican markets and communities / 

Ss. “OS would require the Federal Power Commission to consider 
the prospective impact ofa proposed gas Import ition on employment. 
Is it not in the public interest to consider this prospect before import 
ing distress and unemployment in the form of foreign tax-free natural 

= 9 
S. 1287 would provide the Commission with a legislative basis for 
denying an import app lication where the proposed gas imports would 
esult in “injury to competing fuel adelrien” Is it not in the public 
nterest to consider this prospect before inviting foreign neanbeeieton 


for American industry and labor ? 


INTERNATIONAL TRADE ASPECTS 


In accordance with committee practice, the Department ot State 
was requested to submit comments on S. 1287 after it was introduced 
inthe Senate. 

By letter of September 16, 1953, Assistant Secretary of State 
Thruston B. Morton set forth the views of the Department on the 
Hunt bill. 

Mr. Gatchell mentioned a recommendation of the Assistant Secre- 
tary of State, Thruston P. Morton, and it was included in the record. 
It is my understanding that the Department of State’s official letter 
to the committee was also included in the record at the request of 
Chairman Purtell. 

Senator Purrett. Your understanding is correct. 

Mr. Haru. There was a letter dated September 16, 1953, and since 
it is my understanding that there will be no personal appearance by 
representatives by the State Department and hence no opportunity 
for the committee to go into the views of the Department, I wish to 
take strong exception to the views expressed in said letter because such 
views are likely to be misleading and should be answered to clear the 
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record of any implication that S. 1287 violates international agree 
ments or represents a change in United States foreign policy to any 
degree inimical to the best interests of the United States. 

Senator ScuorrpreL. Do you agree with me that we ought to defi- 
nitely and completely know beforehand or at least before they become 
effective, what these international agreements really are? 

Mr. Hau. I do, and I believe what I have to say will indicate cen- 
currence between us to that extent anyway on this point. 

The Department of State has registered an objection to S. 1287 on 
the ground that it would have the effect of placing an unnecessary 
barrier in the way of trade with Canada and Mexico. The letter fur- 
ther indicates that the United States is prohibited by the General 
Agreement on Tariffs and Trade, signed at Geneva in 1947, from plac 
ing any quantitative limits on natural gas imports. The agreement 
also granted duty-free tariff status on natural gas brought into the 
United States. 

It would appear from the Department of State letter that the issues 
under consideration here today have already been determined and 
that this action forecloses the legislative branch of the Government 
from disturbing an arrangement with force of law made by an arm 
of the executive branch of Government. 

Senator Pasrorr. What is the term on that agreement 7 
long? 

Mr. Hau. It was made in 1947. I must say that I do not know the 
termination date. 

Senator Purrenn. Have you had a chance to read the letter from 
the State Department ¢ 

Senator Pasrorr. No. 

Senator Purrets. Would you like it read at this time? 

Senator Pasrorr. No, I was wondering as to how long that agree- 
ment would run. 

Mr. Haw. I believe that was renewed. I am not clear on that point 
but I would like to furnish the Senator with that information at a 
later date if I have the opportunity. 

Senator Pasrorr. All right, fine. 

This view disregards the basic principle of the separation of powers 
and seems to be ample justification for the enactment of the measure 
(S. J. Res. 1) which Senator Bricker sponsored and fought for early 
in this session of Congress. We respectfully submit that the Depart- 
ment of State is not a legislative body and that the Congress has the 
right, duty, and obligation to treat with the high public questions 
raised by prospective gas imports. 

At this point I would like to interpose that I disagree wholly and 
entirely with the view that it is an import or trade or tariff matter that 
we are dealing with today. S. 1287 sets standards for the exercise 
and administration by an agency of the Government. It does not 
impose a quota or a tariff upon proposed imports. It is entirely be- 
yond the purview of the General Agreement on Tariffs and Trade. I 
was somewhat amused at General Counsel Gatchell’s embracing 
of the letter of the Department of State for if the State Department’s 
view is correct then the decision of the Federal Power Commission 
to import gas into the United States in the northwest area in the Mon- 
tana Power Co. case was also in violation of the General Agreement 

17633—54 { 
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on Tariffs and Trade because in the Commission’s order it specifically 
limits the amount of gas that may be brought into the United States. 

[ do not believe General Counsel Gatchell will contend that the action 
of his Commission in that case violated any international agreement, 
nor will any further action by the Feder: al Power Commission to do 
so, even under the standards which S. 1287 would insert into the act. 

In the concluding paragraph of Secretary Morton’s letter, it is vol- 
unteered that there is no need for the safeguards contained in S. 1287. 

Senator Purter.. I thought that Senator Pastore would like to see 
this letter from the Department of State, and I now hand it to him 
and draw his attention to the particular section which I have in mind 
there. 

Mr. Haut. The escape clause procedure would have no relation to 
imports of gas and its relation to the Federal Power Commission 
because it is not within the purview of the agreement. So the escape 
clause prov ision would have no application. 

Senator Pasrore. I agree with you that this is merely a redefinition 
of the limitation. 

Mr. Haun. The power to limit presently exists with the Federal 
Power Commission. 

Senator Pasrorr. And this redefines it. 

Mr. Hann. And the only logical conclusion is that the Federal Power 
(‘ommission is proceeding ©” under conditions in violation of the Gen- 
eral Agreement on Tariffs and Trade. Now, of course, they will not 
he i violation of the General Agreement on Tariffs and Trade if 
Senator Hunt’s bill is passed. 

Senator Purret.. Congress did have something to do with this 
because they had to pass the Tariff Act of 1930 in Congress. 

Mr. Hauu. I think there is a distinction between that and the Gen- 
eral Agreement on Tariffs and Trade. I believe that was thoroughly 
gone over in the early part of this session. 

Senator Purreti. I thought that perhaps the impression might have 
gotten about that Congress had nothing to do with this, and I thought 
I should mention that the Tariff Act had to pass Congress in order to 
become effective. 

Mr. Hawi. The Congress did not pass the General Agreement on 
Tariffs and Trade. 

What is the basis and justification for this ex parte judgment volun- 
tarily rendered without the benefit of the testimony which this com- 
mittee will have before it? We have searched in vain among coal-mine 
owners as well as railroad and labor interests for evidence that the 
Department of State made any attempt to inquire as to the need for 
the Hunt bill safeguards among those who will be directly affected. 
It isa safe assertion that no such inquiry was made prior to rendering 
the adverse opinion on the issue which is the very heart and soul here 
today. The arbitrary position of the Department of State, made 
without any inquiry into the facts justifying the need for safeguards, 
is unfair to our interests and represents an unjustified interference 
vith the prerogatives of the Congress as well. 

Secretary Morton's letter abstains from commenting on the fact 
that there is no real reciprocity in the fuel relations between Canada 
and the United States. The Dominion of Canada has long imposed 
an import tax of 50 cents per ton on all coal crossing the international 
horder into Canada but, of course, Canadian coal comes into the 
United States duty free. 
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It is a fact of note that on December 8, 1953, the House of Com 
mons of Canada passed a bill to amend the Pipe Lines Act in such 
a manner that would permit the Dominion of Canada arbitrarily to 
deny permission to import or export natural gas without any de ened 
standard which can be said to equal that even presently contained i 
the Natural Gas Act. 

Senator Pastore. Do you think that the basis for that assumption 
was predicated upon the fact that they assumed at the time that we 
did not have a sufficient amount of domestic natural gas? I mean 
this tax-free phase of it? 

Mr. Haut. At the time the tax-free status was granted / 

Senator Pastore. Yes. 

Mr. Hauw. I think the tax-free status of natural gas was imposed 
in 1890 or some such date as that when natural gas was not a factor, 
even in the imagination, to the extent that it is today. 

Do you mean the binding over in 1947? 

Senator Pasrore. Yes 

Mr. Haun. I believe they were then dealing and tradi ow ith some 
thing that they had little advance real information on. When I 
termed it “ex parte” [ believe the State Department has not considered 
the domestic considerations at all. 

Senator Pastore. The reason why I raise the question is because you 
are making an argument that they do impose 50 cents per ton on the 
import of coal into Canada. 

Mr. Han. Yes. 

Senator Pasrore. And yet we have the situation here that the impor 
tation of their natural gas is tax free. I wonder if you have any 
reason as to why ow came about? I am asking you the question 
specifically, could it be that we thought at that time that we did not 
have a sufficient sa ply of natural gas? 

Mr. Hauxi. Well, my answer is jus t the same. That was done ex 
parte, without considering all the facts and all the implications of 
what they were doing. It was done outside the Halls of Congress in 
binding it over. That was done outside the Halls of Congress without 
hearing or going into the cases of those who will be most vitally 
affected. 

It is, from my point of view, one of the principal objections to the 
operation of foreign policy under the General Agreement on Tariffs 
and Trade. The State Department’s duty is to concern itself only 
with the effect on foreign nations. They have obviously carried that 
objective out very well because they have not considered what it will 
do to us, and I say that has been done without, let’s say, consulting 
the country, because we have had no part in it. 

The railroad interests have not been consulted. Labor interests 
have not been consulted. 

Senator Pastorr. Would you say that the fact that this importation 
of natural gas was free from tax, that that was a discriminatory act 
without basis? I am not asking you on the whole panorama of this 
amendment. I am directing myself specifically to the tax-free ele 
ment on the natural gas importation. 

Senator Hunt. May I interpolate at this point ? 

Senator Pastore. Yes. 
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Senator Hunr. Would Mr. Hall agree with me that the discovery 
of huge eas reserves in Canada has come about in the last 10 years ¢ 

Prior to that time they were a deficit nation as far as natural gas 
was concerned, and therefore they had no import fees or tariffs with 
respect to imports on gas from the United States into Canada. Now 


the situation is reversed. They have far more gas than they have an) 
domestic need for, and therefore they are In a position and wish to 
export it,as we know is to our disadvantage. 

Therefore, they have passed certain legislation restricting the im- 
portation of gas from the United States as, I am afraid, a self-preser 
vationact. Isthestatement I have made correct ? 

Mr. Haux. Yes, sir, the Canadians have always exhibited a fine 
tendency to take care of their own. 

The difficulty I have had in answering Senator Pastore’s question 
is being able to say that it was intentionally discriminatory. It is the 
word discriminatory that you used that has made me hesitate to 
answer, 

Senator Pastore. Would you say it was exceptionally an exception 4 

Mr. Haus. I would say it was exceptionally an exception, ves, sir. 

Senator Monroney. As | listen to the witness’ argument, it 1s based 
ona complete disregard of the reciprocal trade treaty program whieh 
was part and parcel of our Government. If we did not have the 
right to negotiate treaties for our Government which still work to 
the advantage of the United States in exporting more petroleum and 
more gas to Canada than we buy from them, then if this bill is going 
to rest on repudiation of the reciprocal trade program, I think we 
should get this issue clarified. I am surprised that the witness should 
make the statement that he has. 

Mr. Haut. The issue is to clear the implication that reciprocal trade 
is at all involved. It is not. The burden of my argument has been 
and is that the State Department, which is certainly now a part of 
the record, so there is no point in attempting in any way to modify 
or soft-pedal the State Department point of view, because their point 
of view is that the General Agreement on Tariffs and Trade may be 
violated by this. It is our contention, and I believe that an exami 
nation of all the legislation and the argreements in question will 
show that it was not a question involving reciprocal trade. It is not 
a matter of violating any international agreement. If that be the 
case, then the Federal Power Commission has been proceeding to do 
that since the Montana Power Co. case. 

The burden of my argument is that it is not violative of any inter 
ational agreement. The State Department is in error, and I believe 
any lawyer outside of the State Department will tell you that what 
is proposed by this bill does not violate international trade agree- 


{ 
ment 


Senator Monronry. You said: 


This view disregards the basie principle of the separation of powers and 
seems to be ample justification for the enactment of the measure (Senate Joint 
Resolution 1) which Senator Bricker sponsored and fought for early in this 


session of Congress 


The reciprocal trade treaties have long been extended by both the 
Democratic and Republican administrations, and it does delegate to 
the State Department to make these reciprocal trade treaties, and I 
(lo not see how you can rest the authority for the bill on repudiation 
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of the treaties and attack the treaties in 1947 which had been advan 
tageous so far as the gas and the petroleum industries have been con 
cerned in this country up until the recent discovery of the Williston 
Basin in Canada. 

Now, instead of being our best customer for petroleum and prod- 
ucts of that type, they are now on an equal status or in some cases 
maybe ane xporting ni ition. 

Mr. Hau. The Senator’s view would be relevant to this issue today 

f what was proposed today was 9p a quota upon the import of 
Been, owas, or a tariff. We would be before the ways and means 
committee at this very hour if thai were the case. But this is not the 
case. That is the point of the argument, to prevent Senator 
Monroney or any other member of the committee or any other Mem 
ber of Congress after these hearings are closed from making the 

ame assumption that you have. The assumption needs to be clarified 
so that it will not come up in chambers and not be answered by public 
testimony. 

Reciprocal trade agreements are not involved. Senator Hunt’s 
bill does not impose a quantitative limitation on natural gas, nor does 
it impose a tariff on natural gas. These are provisions covered b: 
reciproci al agreements and these are the provisions covered by the 
tariff. They are separate ¢ ind apart. 

Nor do I believe m: iny Members in the Congress will take the posi 
tion that the General Acreeme ‘nt on Tariffs and Trade or the Recipro- 
cal Trade Agreement in any degree modify the right and power that 
the Federal Power Commission now has or will have, and it is to 
clarify that, to make sure it does not enter into the committee delibera 
tions that I say this, because it does not proper ly belon @ there. 

Senator Monroney. You stated that you would ‘ke to clear the 
record of any implication that this S. 1287 violates international 
agreements or represents a change in United states foreign policy 
to any degree inimical to the best interests of the United States 

Mr. Hatt. That is merely a power that the Federal Power Com- 
mission has. They can deny the natural gas if in their own judg 
ment they want to cut it off. They now have that power. It is 
merely a definition of what the extent of that power shall be. It is 
our view that when General Counsel William Gatchell made the state 
ment he did not know how to interpret the term “economic disloeation.” 

It is even harder to determine what constitutes the public interest, 
which they must determine. 

Senator Hunt’s bill will define a portion of that proposal to deter- 
mine public interest. 

Senator PurRre.t.. Actually this question has been settled because 
the Commission has a right to restrict an importation or exportation 
of natural gas. 

Section 3 of the Natural Gas Act prohibits it because it says: 

After 6 months from the date on which this act takes effect no person shall 
export any natural gas from the United States to a foreign country or import 
any natural gas from a foreign country without first having secured an order 
of the Commission authorizing it to do so. 

The Commission shall issue such order upon application, unless, after oppor 
tunity for hearing, it finds that the proposed exportation or importation will 
not be consistent with the public interest. 
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Kvery sovereign nation has a right to so provide. Your concern is 
not really that Canada will not import natural gas as they are now 
doing and are proposing to do, but your concern 1s they will import 


too much natural gas and put your coal mines out of business. Isn't 
that the real nub of your thinking / 

Mr. Hann. Yes, sir, that they will bring in great quantities of nat- 
ural mas, tax Tree, on a virtual monopoly b: ISIS, certi ainly a monopoly 


of the source of supply which will put consumers tot: ally at the mercy 
of a monopolistic source of supply, that is, from one foreign coun 
try over which the Federal Power Commission will have no control. 

“Senator Hunr. Also, most of that comes from Alberta. 

Mr. Haru. Yes, sir 

Senator Hunr. Doesn't Alberta have a law to the effect that they 
may cut off at any time, without prior notice, any gas they are now 
exporting. 

Mr. Haw. It is my understanding in connection with the Mon 
tana Power Co. cases, that the natural gas coming into the Anaconda 
Copper Co. is sub ject to being cut off almost without notice. 

Senator Hunvr. I think that is the Canadian law. 

Senator Pasrore. a you taking the position that we have not 
a sufficient or adequate supply of domestic natural gas to meet our 
needs, that we must depend upon this foreign importation, and if 
we go too far with it that they may shut us off at some time uncer 
tain? Isthat your position? 

Mr. Haz. I was persuaded by your eloquent argument with regard 
to the State of Rhode Island that. if natur: al- vas supplies should 
run out the alternative, of course, by your theory, would be to bring 
in gas from Canada, and the statement I have ‘made would be true 
with respect to the consumers in your State. 

They would be totally at the mercy of a monopoly at the source 
of supply, and the refore price. I would make the assumption that 
your are predicating your authority upon an assumed shortage of gas 
afte ting Rhode sland 

Senator Pasrorr. What I am fearful is that if you shut it off 
and we have not enough natural gas and not an adequate supply 
here in America, that is my fear. Now, is that the case or is it not 
the case ? 

Mr. Harz. At the present time I might say a, That I am not 
qualified to say whether the supplies of natural gas are adequate in 
the overall sense. The best information is that ieied is a 26- or 28- 
vear supply left, based upon present consumption. 

The coal interests take the view that eventually there is going to 
be no natural gas here and the better part of valor is to not place 
total dependence upon the natural-gas business either at home or 
abroad and that building up such a dependence is not in the public 
interest. 

Senator Pasrorr. You use your argument of monopoly predicated 
upon the issue I raised, r: ather than upon your own research. Am I 
right or wrong? 

Mr. Hau. No: I do not. believe it is quite correct. 

If 90 percent of all the gas of the United States is to be imported 
into the United States from the Province of Alberta, that constitutes 
what might be deemed a monopoly on the source of supply. I do not 
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say that the term I have used has any 
natural gas in the United States. 
Senator Pasrore. 


relation to the amount of 


The import of foreign gas in the event you have 
an adequate supply of foreign gas would happen only if we have 
enough here, but the forei ign gas is cheaper. If people can get it, and 
\merican gas is just as cheap as the foreign gas, they will buy the 
(American gas. The only time you run into trouble is when you buy 
foreign gas more cheap ly, 
American product. 

Mr. Hau. That is exactly our case. Our experience with foreign 
oll has been such that we have no desire to ti ingle with fore ion oas 
on the same basis. They have dumped foreign oil on our shores here 
and have displaced tremendous amounts of coal. We feel that natural 
gas will do the same thing. 

Senator Pasrore. Inasmuch as the Simpson bill was brought up 
with reference to the residual oil, we in Rhode Island are almost 
entirely dependent upon the import of that cheaper oil, and if you 
shut that off it would raise havoc in my State. 

Mr. Haun. Yes, sir; and your State would be in a very difficult posi- 
tion if that were shut off by action other than the Congress, which 
is entirely possible, and that is a matter that must certainly be of con 
cern to the Senator from Rhode Island. That could happen. 

Senator Pasrorr. I can see that, too, but until that day comes it 
is going to be a pretty tough bill to sell at home. At the time the Simp 
son bill was pending my office was barraged with the clamors for the 
defeat of the bill. 

Naturally, we must have interest in national interests. We cannot 
close our eyes to the situation that confronts us at home. We cannot 
make an economic desert out of the locality we represent. If we ever 
did that we would not get an opportunity to repeat that kind of 
statesmanship after the next e ‘lection. 

Mr. Hau. In the event of failure of natural gas in Rhode Island 


which is in unfair competition with the 


and you had your natural gas piplines installed and it is my opinion 
that by bringing that gas in from Canada to fill those areas that can 

not otherwise be adequate ‘ly served would not result in economic dis 
location, would not affect employment and neither would it injure 
coal. 

Your fears that the Hunt bill would exclude from consideration on 
the national scene were not founded on the fact that there is not a 
standard in this bill that would prevent gas from being brought into 
vour State under those circumstances. 

’ Senator Pasrorr. If the domestic supply were adequate. You 
must put that in there; isn’t that so / 

Mr. Haut. I do not believe that is a part of it. If the domestic 
supply should fail, that, as I said, there would be no economic dis 
location to bring it in from Canada, no unemployment, no injury to 
competing industries when the domestic gas industry cannot serve 
Rhode Island. I do not agree with the Department of Interior state 
ment mentioned earlier that it will bar absolutely all Canadian gas. 

You have described the situation where it could and should be 
brought in, and secondly it could be brought in under other circum- 
stances where the rec ‘ould be a dive sTsion of fue ls th: at are dis} rls ac ‘ec. 

Senator Pasrorr. You bring your own interest into this issue. Let 
us assume that many of our coal miners are unemployed because of 
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the natural eas use. Wouldn't that be an element to consider within 
the purview of this bill, the import of foreign gas? Am I right or 
wrong / 

Mr. Hani. Would you mind repeating that question, please, 
senator / 

Senator Pasrorr. You said that the only problem that we would 
have in Rhode Island would be empty pipe lines. Well. empty pipe- 
lines an ho production and no production means unemployment. 
Am ty edgar wrong ¢ 

Therefore, it is absolutely necessary for us to have this pipeline 
filled. At the moment they are filled with natural gas because we 
are able to vet it, whether it is domestic or foreign. Do you agree 

ith me so far? 

Mr. Haun. Yes. 

Senator Pasrorr. In the event that it was presented to the Com- 
mission that many of our coal miners are out of employment, and for 
that reason we should import more coal and import less natural gas, 
wouldn't that concern the people of Rhode Island and wouldn't it com 
pel them to convert back to coal ? 

Mr. Haun. No, not necessarily. The application would not be on 
a national basis but would be on an area basis. I ain ol: id you brought 
it up. 

senator PASTORE. I woul | like t to h: ive it e xp ained. 

Mr. Hann. It would keep natural gas out of Utah if it would because 
of the bill, but it would not keep the natural gas out of Rhode Island. 
In my opinion it could be done under those circumstances. It could 
be brought in. 

Senator Pasrorr. Where do you read that in the amendment ? 

Mr. Hauer. If an application were filed to bring natural gas into 
Rhode Island to replace the pipeline, the empty pipelines, the Federal 
Power Commission would not be under any compulsion to deny that 
gas. They have discretion to determine what amounts to economic 
dislocation and unemploy ment and injury to competing fuel industries. 
We cannot send coal through pipelines, au d it is my honest opinion 
that under those circumstances Rhode Island would get its gas from 
Canada under the Hunt Bill. 

Senator Pasrore. You make gas from coal, do you not? 

Mr. Hau. Yes, sit 

Senatol PASTORE. They do hot do that In Rhode Island. They are 
importing natural gas. 

As I read this bill the a must determine what the public 
interest is. It might be that there are many coal mines in Virginia 
anc Pennsylvania, and for that reason a peti ition is filed not to import 
foreign vas on the prese ntation made to the coal miners in V1 Iirginia 
or in Pennsylvania. 

Now, how does this help us in Rhode Island? I do not get your 
point. 

Mr. Hau. Because the bill reads that the imports must result in 
these things. If your miners were already out of work in Virginia, 
and Rhode Island communities applied for natural gas, it is my 
opinion—and I believe it is correct—that the imports coming in to 
supplement the gas that is not there, you would have to show that 
that resulted in unemployment, that gas coming in resulted in eco- 
nomic dislocation and resulted in injury to competing industries. 
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The Federal Power Commission would find that it is merely to 
replace vas in inp C\ pipes. 

Senator PASTORE. You are a little more optimistic than I am on 
that. 

Senator Purrent.. We find ourselves, members of the committee, 
n somewhat of a quandary here. We have a quorum call and should 
be on the floor, and we have 26 additional witnesses who wish to 
be heard. 

It would be extremely helpful to the committee if we would try 
to keep our testimony down to the minimum and still give you an 
oOpportun It} to be comp lete ly heard, 


view of the fact that we do have a quoru m call and have a rather 
Important prece of legi lation pe ndi io, and I am sure may collea@ues 
will want to be on the floor, | want to announce that this meeting will 
recess until 2:30 this afternoon, at which time it will meet in the 
enate Interior committee room, which is room 224 of the Senate 
Office Building 

(Whereupon, at 13:30 p.m. the hear ing was recessed to 2:50 p. Mh, 
in room 224, Senate Office Building. ) 


AFTERNOON SESSION 


(The subcommittee reconvened at 2:40 p. m., pursuant to recess, 
in room 224, Senate Office Building, Senator William A. Purtell 
(chairman of the subcommittee) presiding. ) 

Senator Purret.. Our hearing will reconvene. 

I want to explain to the witnesses here that I regret my inability 
to be here promptly at 2:30. There was a vote on the floor th: it | had 
to be present for. 

Perhaps Mr. Hall had not completed his testimony. Had you? 

Mr. Haus. I figured I had about 3 minutes left, Mr. Chairman. 

Senator Purret.. You may proceed, Mr. Hall, and you may add 
minutes on top of the 3 minutes which you had. 


STATEMENT OF ROBERT E. LEE HALL, GENERAL COUNSEL, 
NATIONAL COAL ASSOCIATION—Resumed 


Mr. Hauu. I would like to e xpress the hope that the keen questions 
that were posed this morning and the active interest shown by the 
committee members is an indication of the attention that will be given 
this prob ylem by the committee. 

Senator Purreiy. I think there is no doubt of that. That is true 
not only of this particualr bill but of all bills before a committee. We 
really do give a great deal of time and study to the bills. 

Mr. Haz. I have some more sympathy for Secretary of Defense 
Stevens’ feelings after having been through our morning session my 
self. 

It is also a fact that existing law in the Province of Alberta (prin 
cipal source of Canadian gas) contains a provision whereby the 
Province of Alberta may cut off natural gas exports to the United 
States without assignation of any reason whatsoever and without 
prior notice. 

Finally, it is a further fact that the Canadian Government pro- 
vides substantial subsidies in favor of Canadian coal in order to “com- 
pete with imported coals.” 
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These facts are overloked in the Department’s analysis treating with 
the prospective effect of S. 1287 on international relations. We can- 
not believe that the effect of this modest American effort to protect 
American interests ill “provoke new sources of friction with our 
allies and other friendly countries” as suggested 

It should be borne in mind that no real significant volumes of 


natural gas are yet being in iported into the United States—which 
means there is no cutoff of supplies, no loss of investments to anyone, 
no painful readjustment in oe 

In short, now is the time for the Congress to meet the challenge of 
prospective damage to rien interests—not on an after-the-fact 
basis through the ephemeral escape-clause procedures as suggested by 
the Department otf State 

The basic fallacy contained in the Department of ate letter is 


that it denies that the safecuards contained in S. 1287 are needed but 
devotes considerable time and space to an explanation of the reasons 
why the escape clause procedure agreed upon in Geneva is adequate 
ge omg domestic 11 dustry. 

Here, then, is an admission that circumstances can be forseen which 
would ‘astify adjustments in the open-door policy on natural gas in 
order to protect American industry and labor. Why oppose the bill 
which would provide a legal basis for the establishment of these very 
same safeguards through congressional action ? 

It seems clear from the pacts that the Congress is the appropriate 
agency to gather the facts in this case and prescribe an adequate solu- 
tion therefor—not the Department of State. 


NATIONAL SECURITY CONSIDERATIONS 


There are other consequences to consider affecting national defense 
and security in addition to the “feelings” of Canada and Mexico in 
the event that this Nation, too, undertakes to protect its own. 

There is, for example, the real danger to the Nation’s security in- 
herent in building up needless dependence upon foreign sources for 
fuel. It is an established fact that the areas proposed to be served by 
foreign gas are now being adequately served by the American fuels— 
coal, oil, or natural gas 

The demand for Canadian and Mexican gas is largely synthetic 
in that it is the end result of promotional activities rather than a 
result of a demonstrated necessity for such service. This fact 1s 
attested by the recent study and survey made by Business Week and 
is set forth in a special report on the subject under date of September 
26,1953. It is a conclusion of the report that the promoter comes first 
and the demand for gas follows behind in the creation of natural-gas 
p peline systems 

Our national security and defense potentials are endangered by 
the establishment of total dependence upon foreign fuel sources based 
upon promotional demands rather than to satisfy unfulfilled national 
fuel needs. 

The witnesses who follow will demonstrate beyond doubt that the 
existence of the coal industry as a going concern depends upon 
congressional solution of this problem today. 

America’s need for reasonable protection for substantial seoments 
of its economy should outweigh consideration for natural-gas pro- 
moters or the ex parte fears of the Department of State. 
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In time of national emergency or under war conditions, there can 
be no guaranty of the continulty of fuel service across international 
b yrders. 

Vast areas of the United States will be left helpless if service is cut 


ot! by enemy action, acts of God, disaster, or, if you will, at the whim 
of the foreign governments controlling the source of su up ply. 
Now is the time to strengthen our defenses and industrial potential 


by insuring self-sufficiency and continuity of fuel aa sis through 
reliance on American sources for the Nation’s fuel. 

We believe it is important to port out in passing that Canadian 
PAS Import proposals (Pacitic Northwest Pipeline Corp. (Docket No 
G-1429): Trans-Northwest Gas, Inc. (Dockets Nos. G—1925, G—1924. 
(i-2111)) include a plan to serve natural gas to the atomic energy 
installations in Hanford, Wash. This will place that vital plant 
wholly at the merey of the uncertainties of contmulty ot supply set 
forth above—an important factor in maintaining our atomic strength 
in the interests of national security. 

Incidental to this important issue, but of real importance to the 
coal industry, is the fact that the proposed change will dlisplace 
600,000 tons of coal in favor of a foreign produced and tax-free fuel 
vith a consequent shutdown of at least five major coal mines in the 
States of Montana, Utah, and Wyoming. This is illustrative of public 
interest aspects of the import problem that are vital to the nation. 


CONCLUSION 


The foregoing are factors which should be carefully weighed if 
the public interest is to be served in this matter, masmuch as the 
Natural Gas Act does not now proy ide definitive standards to guide 
the Federal Power Commission in arriving at a proper decision in 
eases involving natural-gas importations. 

Heretofore, the problem has not commanded the attention of the 
Federal Power Commission, the Department of State, or the Congress, 
since no significant volumes of natural gas have been available for 
importation into the United States from any source. 

Reports ey indicate that great amounts of natural gas ave been 
discovered in Canada and excess capacity is developi ng in Mexico. 

Therefore, a public interest requires that the Natural Gas Act be 
amended to meet these new circumstances and to establish these neces 
sary safeguards for American interests. 

National defense potentials are not best served by the encourage- 
ment of unnecessary dependence on foreign gas when domestic fuels 
are acknowledged to be adequate. 

It must be remembered that S. 1287 does not seek to embargo natu 
ral gas—it merely provides a standard to guide the Federal Power 
Commission in defining what constitutes the “public interest.” 

Through the medium of the Hunt bill, American industry and labor 
will be given their day in court and a chance for economic survival 
against the backdrop of the threatened flood of natural gas from 
abroad. S. 1287 is designed to accomplish this desired end. 

We urge the Congress to act favorably on this measure so that 
American industry and labor may survive in these perilous times and 
contribute to the inner strength of the Nation. 

Mr. Chairman, that concludes my statement, and again I wish to 
thank the committee for the opportunity to appear. 
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Senator Purret.. We are very happy to have you here, Mr, Hall, 
and you have been most he Ipful to us In presenting your testimony. 


It will be given a great deal of consideration and deliberation by 
the committee. 

Have you any comments to make, Senator Hunt ¢ 

Senator Hunr. I think it is a very fine statement, and it has a 
lot of very good logic in it and he developed some very good thoughts 
lure the ‘course of thie presentation. 

Mr. Haun. Thank you, ee et 

Senator Purreni ee vou, sir. 

The next witness is Mr. We hy K. Hopkins, general counsel of the 


United Mine Workers of America. 


STATEMENT OF WELLY K. HOPKINS, GENERAL COUNSEL, UNITED 
MINE WORKERS OF AMERICA 


Mr. Hopkins. I have been the national counsel for the United Mine 
Workers for the past 14 years 

We wish to express our apprese ation both individually and col 
lectively for your consideration of what we consider a highly lnpor 
tant, although admittedly controversh ‘ial question. 

The United Mine Workers of America today appear in a sup 
port A Ss. l287 by Senator Hunt of Wyoming. We believe it is in 
the veneral publ ce interest so to do because the actual and sohuntial 
Imports of natural gas, this practically laborless, tax-free, and for 
ele n-} roduced fuel, into American markets and the effects thereof are 
staggering in their impact on American industry and labor, and par 
th arly upon the coal industry and the coal miners of this country. 
We believe, without successful contradiction either legally or factu: ally 
that it is not, and cannot be, consistent with the pub slic interest to 
authorize importation of foreign gas if it be found by the Federal 
Power Commission that such in nports ition will result in “economie dis 
location, unemployment, or injury” to American-produced coal and 
those who produce it. 

The Natural Gas Act, as it now stands, fails to provide adequate 
criteria to guide the Commission, and constitutes a deficiency which 
can be corrected by the provisions of this bill. The Federal Power 
Commission now has the right to grant or deny an import authori- 
zation, but it should be given affirmative and appropriate legislative 
ge to guide it in ro this power because we say, 
Mr. Chairman, this power, if left unbridled, and without legal and 
adequate criteria, may well lead to catastropic results upon the Amer- 
ican coal industry, the men who labor therein, and those dependent 
upon them. 

I think I might interpolate by saying that it seems to me upon its 
face that the need is there with the General Counsel from the Federal 
Power Commission this morning admitting that section 3, as it now 
stands, needs amendments and advocates writing in section 7 (e), so 
the major need for legislation is there, and admittedly so from the 
source that opposes Senator Hunt’s proposal. 

For the past 20 years the American coal producers and coal miners 
have suffered severe ly as the result of the displac ement of coal by nat- 
ural gas and by residual fuel oil, which in recent years has been 
imported in ever-increasing quantities. With the invention of the 
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inethod by which large diameter steel] pipe has been rolled—36 inches 
outside diameter maximum—and with increased tensile strength of 
the pipelines and the use of electric welding, it has become possible 
to transmit great quantities of natural gas from the gas producing 
States of the southwestern part of the United States right into the 
heart of the major coal producing and consuming areas. As a result, 
the decline in coal production in that period of time has been severe 
and the ever-increasing use of American produced natural gas, as a 
substitute for coal, has been severe enough without leaving ‘the coal 
industry open to the additional threat of foreign produced natural gas. 

The United Mine Workers of America has been conscious of the 
severe adverse effect that these conditions have had upon our mem 
bership, and we have continually tried to avail ourselves of such legal 
methods as have been available to us to reduce this ever-increasing 
injurious effect upon the industry and our people. We have had hopes 
that the prospects of maintaining a reasonable level of bituminous 
and anthracite coal production and mine employment would be 
improved because of the admitted gradual and diminishing potentiali 
ties of American produced natural gas as competitive fuel. Now, how- 
ever, we are being confronted with a serious and imminent effect of 
further encroachment upon the American coal market by the proposed 
importation of natural gas from the Dominion of Canada and the 
Republic of Mexico. I propose to give some detailed figures for the 
record as to what that potential threat is because I do not think it a LS 
ever reached really completely and clearly the mines and conscienc 
of the voting Members of the Congress or the members of the Ameri- 

‘an public as to what that threat is. 

It happened to be my pleasure to go out on some phases of this Mon- 
tana Power Co. case in the fall of 1951 into the P ne e of Alberta. 
They have reserves up there approaching the Arctic Circle boundary 
and the geographical area alone covered by these ae overies that will 
be admitted by the figures are so potential as to stagger the imagina 
tion of the amounts of gas available, and what will happen when they 
are produced for the American market is almost beyond imagination 
also. 

We have already had a sample of what foreign-produced natural 
gas might do to the American coal industry. Its intrusion into our 
American coal markets has been highly injurious to the industry, and 
any increase in these importations, as presently threatened, justifies 
us, we believe, in recounting some of our experiences, and presenting 
our views as to coming events. 

In February 1952, the FPC, pursuant to an application filed by the 
Montana Power Co., authorized the importation of natural gas from 
the Province of Alberta, Canada, in an amount aggregating 10 billion 
cubic feet per year to be used—as the company averred—solely in the 
plants of the Anaconda Copper Mining Co. The mining and refining 
processes, for which this gas is now being used since the issuance of 
the certificate, had been served by coal prior to the discovery of natural 
gas in Montana. Since such domestic discoveries, coal had still been 
used for standby purposes in these plants, and would have been re- 
stored gradually as the fuel used by Anaconda had it not been for the 
importation of this gas from Canada. IT want to emphasize that while 
it was said by the company that they were going to import this gas 
merely for Anaconda Copper Co.’s use, it was admitted, and I think 
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the record shows it, and I think Mr. Priest, who is the president and 
was counsel at that time, will agree that the most objectionable feature 
n that whole authorization was the fact that the gas did not go to the 
\naconda copper mine. It merely released a similar amount of gas 
that the Montana Power Co. then used in a sales e xpansion into other 
industrial plants, thus removing the coal markets. 

We sav it and said it then, and I repeat it now. that we believe it 
was a subterfuee and T still think it is a subterfuge and, unless this 
bill is enacted. you will have in February 1957 the representatives 
of the Montana Power Co. back down before the Federal Power 
Commission to renew this certificate under the same general allega- 
tol 


Perhaps the most objectionable feature involved in this import 
wuthorization was the fact that it released large volumes of gas, 
that is the same gas produced in Montana, which had previously 
been used by Anaconda, thus enabling the Montana Power Co. to 
tremendously e xpand its sales of natural gas. Sue h sales expansion 
generally were in industrial plants which had been using coal with 
entirely efficient results. Thus, under this subterfuge, the Montana 
Power Co. usurped the many markets formerly served by coal, and 
the gas it has so used represents the equivalent of 450,000 tons of 
coal per year which would have been produced by Montana mine 
workers had it not been for the granting of this import authoriza- 
Ton 

In addition to the above-mentioned case, a report has been issued 
by the Petroleum and Natural Gas Conservation Board of the 
Province of Alberta, Canada, on November 24, 1953—after consider 
ing an application of the Canadian-Montana Pipe Line Co., a wholly 
owned subsidiary of the Montana Power Co.—finding that 334 bil- 
lion cubic feet of gas in southeastern Alberta—owned by Montana 
Power Co. and its affiliate—was available for export from the Prov- 
ince. IT ask you where are they going to use it? Back in Montana 
in the increasing markets that the Montana Power Co. has put its 
foot into the door to create by the obtaining of this temporary cer- 
tificate? The threat is there because the Board stated it and “is 
prepared, with the approval of the lieutenant governor in council, to 
issue an export permit to Canadian-Montana Pipe Line Co., subject 
to certain terms and conditions.” I ee that this export per- 
mit for fuel either has been or will shortly be granted by the Alberta 
Government. This gas, if allowed to be imported into the United 
States, will represent an additional displacement of 15 million tons 

Montana coal. It is also entirely likely that additional gas dis- 
coveries are being made by the ry ye Power Co.’s Canadian sub- 
sidiary from controlled acreage in Alberta; so that, as time goes on, 
the displacement of coal will be even substantially higher than indi- 
cated by these figures. 

At the present time the FPC also has under consideration an appli- 
cation for authority to import from Canada volumes of gas ranging 
up to ap proximately %) billion cubic feet per year during the first 
5 years of operation of a proposed natural-gas pipeline to serve 
the Pacific Northwest area. This would be the equivalent of 4 million 
tons of coal per year. While it might be conceded that all of this gas 
might not displace coal, it would make substantial inroads to coal 
sales, although the present predominant industrial fuel is oil. How- 
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ever, it was admitted in those hearings, 25 billion cubic feet per year 
of this gas will be brought into the inland empire of eastern Wash- 
ington and northwestern Idaho, where coal is the predominant fuel, 
and where the lisplacement of coal would undoubted1y be most 
severely felt. It is fair to assume that this phase of the west coast 
project will result in displacing approximately 1 million tons of coal 
per year in the inland empire. While the estimate of requireme nts 
presented by the applicant in this case was limited to the first 5 years 
of operation, under the practices of FPC an applicant for a cer- 
tificate of public necessity and convenience must show at least a 
20-year supply of gas. It is entirely likely that, in that 1 case alone, 
the a ation of gas would increase perceptibly during the 20-year 
pe ‘riod; but on the present showing, it is entirely fair to assume that 
the displacement of coal at the rate of 1 million tons per year will con 
tinue for at least 20 years if it is allowed to come into this country. 

Those are 1 or 2 illustrations currently, but over and above that 
and transcendant of everything else, I think it should be remarked 
here that an additional and most serious threat presently confronting 
the American coal industry arises from the proposal of the Trans- 
Canada Pipe Line, Ltd., to construct a natural-gas pipeline from the 
Province of ee to Montreal and Quebec. I might say that it is 
American capital to a great extent that is promoting this because 
promoters like my aaa friend Clint Murchison, back in my home 
State of Texas, are backers of that group. 

The Petroleum and Natural Gas Conservation Board of the 
Province of Alberta now has under consideration—f it is not already 
approved—an Sppaenen by Trans-Canada to export 365 million 
cubic feet of gas a day from that province to the East. The appli- 
cant proposes to build a 30-inch pipeline, more than 2,200 miles long. 
There has been a good deal of discussion recently of the prospects 
of making this a 36-inch line because of the greater capacity it would 
afford and, perhaps, be more economical to operate than a small line. 
The 30-inch, as presently designed, will be able to transport up to 
553 million cubic feet of gas a day by the addition of compressor 
engines to propel the gas through the line. This line will serve 
directly such important American coal consuming centers as Winni- 
peg, Ottawa, and Montreal. say that the permit may have been 
granted, because the press in Calgary and Ottawa recently carried 
dispatches to the effect that the Government of Alberta indicated a 
permit would be forthcoming the middle of May. 

In the year 1952, 2214 million tons of bituminous coal was exported 
to the P rovine es of Manitoba, Ontario, and Quebec; and during the 


same period 3 £00,000 tons of anthracite was exported to the same 
provinces, This Trans-Canada gasline project, if brought to 


frnition, and I would like to mark it, obviously will be highly detri- 
mental to American coal interests. We recognize that the United 
States Congress cannot pass legislation which would effectively 
ameliorate this damage which is threatening the American coal pro- 
ducers by reason of this all-Canadian line if it were to be an “all- 
Canadian line,” which, upon the admitted record, it is not, and I think 
I can demonstrate it within a few seconds. 

The fact of the matter, however, is that there is included in this 
proposal to take natural gas to Eastern Canada the construction also 
of a branch line from the vicinity of Winnipeg to the international 








ae AMENDMENT TO NATURAL GAS ACT 


border in northern Minnesota, where 150 million cubic feet of natural 
gas a day would be sold to the Northern Natural Gas Co. for sale and 
distribution in the United States. It is claimed that this United 
States sale is necessary—particularly in the early days of the op- 
eration of the Canadian line—and essential to make the line to 
Montreal economically feasible. This claim for gas sales in the 
United States stems from the fact that the construction of this all- 
Canadian gasline will involve the expenditure of over $300 million. 
If this gas is imported into the United States at the high-load factor 
that is proposed by Trans-Canada and the Northern Natural Gas Co., 
it would bring into our country the equivalent of more than 2 million 
tons of bituminous coal per vear. 

This is upon the record already made and in other hearings. 

In testifying before the Petroleum and Natural Gas Conservation 
Board in Calgary, Alberts, last March, the president of the Northern 
Natural Gas Co. testified that if it is necessary to assist Trans-Canada 
to build up its firm requirements in the early years of operation, he 
would waive his right to obtain the full contractual amount on d: LVS 
of the year when Trans-Canada will need the gas to meet its cold- 
weather requirements. 

This means, in effect, that in the summer months, when gas would 
not be needed for heating purposes in Canada, it would be sent to the 
United States to be sold on an uninterruptible basis for industry, 
principally as a boiler fuel and for other inferior purposes. We 
most certainly seriously object to using American facilities to trans- 
port forelon natural gas to be sold at dump rates 1n compet ition with 
American coal. 

Senator Purret.. We have legislation now considering the storage 
of natural gas. This assumption would be that it might not be used 
for immediate consumption but also would be stored. 

Mr. Horxrns. I do not think it would be. It expects to sell it at 
these inter «pene iw boiler east ites. 

Before this gas permitted to come into the United States, the 
importation of it w aL of course, have to be approved by the Federal 
Power Commission. But this is one of the very cogent reasons why 
we desire that Congress now pass legislation to give us some reason- 
able protection against this threatened devastation of our coal 
markets. 

I will demonstrate in a few minutes there is one already there to 
be tied up into this same Trans-Canada line. 

Coupled with this very objectionable feature of the Canadian pro- 
posal as outlined above is a program which has been confirmed by 
the ew government contemplating the eventual importation 
of Canadian gas into the northeastern part of the United States. 
On Se senna) , 1953, the FPC, over a very strong dissent of Com- 
missioner Smith, issued a certificate of public convenience and neces- 
sity to Tennessee Gas Transmission Co., authorizing the sabia toes 
of the necessary border facilities and the exporting of 60 billion 
cubic feet of natural gas a year to be used in the Toronto area of 
Ontario. The authorization was for a 20-year period. In order to 
construct a pipeline from the Niagara River from the vicinity of 
Niagara Falls to Toronto, it was necessary for the Niagara Trans- 
mission Co., Ltd. to obtain authorization from the Dominion Board 
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On April 28, 1954, the Dominion Board authorized the construc- 
tion of 85 miles of pipeline from Toronto to the Niagara River, con- 
ditioned upon the agreement of the parties that the gas would be used 
in order to build up ‘the markets in the Toronto area until such time as 
Trans-Canada completes its line to that city, which is estimated to 
occur in 1956. This arrangement had been made as a further step in 
strengthening the economic feasibility of the Trans-Canada line by 
having a ready made market to absorb Western Canadian gas, to a 
substantial extent, as soon as the Canadian line is able to deliver it. 

It is then proposed, and probably proclaimed and officially declared, 
and generally understood, that the flow of the line will be reversed 
from Ontario to bring natural gas into the United States in the 
vicinity of Buffalo. The line which has been authorized to be con- 
structed will have a capacity upward of 125 million cubic feet per day. 

Senator Purrein. You say it is then proposed and generally under- 
stood. Has it been publicly proposed ? 

Mr. Horxrns. I think there have been public statements from the 
various Defense Ministers of the Dominion of Canada, as well as the 
officials of Alberta Province, and I think there have been statements by 
some of the officials of the Tennessee Gas Co. itself. 

Senator Purtrein. If you have anything like that, it might be well 
to put it into the record. 

Mr. Horxrns. I think I will. There are various and sundry extant 
statements on that. 

No one will complain about the action of the Canadian Govern- 
ment and its pipepline promoters for undertaking to utilize natural 
gas produced in Canada for service to their own domestic markets. 
But when they attempt to invade American coal] markets with 
Canadan gas to strengthen and bolster the financial soundness of their 
own pipeline project, the wisdom and imperative necessity of the 
enactment of the Hunt bill becomes apparent. Surely the FPC should 
in all equity be authorized and directed—in passing on the question 
of import authorization—to take into full account the resulting 
“economic dislocation, unemployment, or injury to competing fuel 
industries of the United States.” 

There is ample evidence that the Canadian Government, both Fed- 
eral and Provincial, have taken every reasonable step to protect their 
natural resources for the primary benefit of Canadian citizens and to 
avoid the encroachment from sources outside of Canada upon the fuel 
resources indigenous to their own country. Under Canadian law the 
Government reserves the right to divert natural gas for foreign ex- 
port if at any time the citizens of Canada require that fuel for their 
own need or convenience. The same thing is true with respect to ex- 
portation of electricity from Canada and has alres idyv been stated that, 
with respect to coal, every ton of coal shipped into Canada must pay 
an import duty of 50 cents per ton. So-called subventions are granted 
to Canadian coal producers so as to enable them more easily to com- 
pete with American coal. These subventions are in the nature of a 
subsidy, the application of which has been in effect with respect to 
Nova Scotian coal for several years. 

It means that the Dominion Government pays a portion of the nor 
mal freight rate for transporting the coal, out of its own treasury. 
As a result of this, American coal has found itself in a very close 
competitive market with Nova Scotia coal in the Province of Quebec 
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and the eastern part of Ontario. More recently, and under date of 
July 6, 1953, the Dominion Government has granted subventions to 
Saskatchewan coal producers in order to facilitate shipment of 
western Canadian coal to points in the Province of Ontario. This 
has had the effect of making the presently existing competitive sit- 
uation that much more keen in eastern Canadian coal markets. 

In contrast to the situation outlined above, Canadian gas can be 
imported into the United States absolutely tax free and without any 
restrictions except such as those which may be imposed by the FPC. 
It is our contention and belief that the Natural Gas Act should be 
strengthened so as to afford a greater degree of assurance that the 
American coal producers, mineworkers, railroads, and transporta- 
tion employees may be protected in their jobs and in their revenues. 

The presently prospective injury to American coal markets, as is 
readily discernible from the plans which have heretofore been referred 
to and the broad background of which I tried to lay before you, while 
extremely serious to the coal interests of this country, may be over- 
shadowed by the foreseeable adverse effect which will probably 
result from additional natural gas discoveries in the western pro- 
vinces of Canada. Natural gas was discovered in Alberta many 
years ago but it was not until late 1948 that discovery of reserves 
commenced to accumulate at a very rapid rate and in very substan- 
tial quantity. 

I propose to give some detailed figures because, as I said, the amount 
of provable recoverable gas in western Canada presently known, 
forgetting that of future discoveries, staggers the imagination and, 
unless there is some checkrein placed upon this unbridled power that 
the Federal Power Commission now has to grant import permits, then 
this will become very pertinent and ger mane to your consideration 
in the future. 

In a report issued by the Alberta Conservation Board on January 
20, 1951, that board reached an estimate of recoverable gas in the 
province of 4.7 trillion cubic feet. 

In a later report, issued April 29, 1952, the estimated proven gas 
reserves had increased to 6.8 trillion cubic feet. 

In a report of the board issued November 24, 1953, a finding was 
made of proven marketable natural gas reserves, aggregated as of 
June 30, 1953, of 11.5 trillion cubic feet. In the same report the 
Commission, based upon past experience with respect to the drilling 
of wells and the known geological conditions of the Province, esti- 
mates that additional natural gas will be discovered at the rate of 
114 to 11% trillion cubic feet per year for at least the next 8 or 10 
years. For the purpose of protecting the present and estimated fuel 
requirements for the next 30 years, the Alberta commission has 
reserved from the presently known natural gas reserves 4.2 trillion 
cubic feet, leaving the surplus at the end of June 1953 of 7.3 trillion 
cubic feet for export purposes. 

God save the fuel industry, the coal industry, and the men who dig 
into the bowels of the earth when that begins to pour into the United 
States. 

The Trans-Canada line at its maximum capacity of 553 million 
cubic feet a day would be capable of transporting 4 trillion cubic feet 
in 20 years. At the presently authorized rate of exportation from 
Alberta and British Columbia to the Pacific Northwest area of the 
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United States, 2 trillion cubic feet would be transported into that 
area alone from Canada in 20 years if FPC should authorize the 
importation of gas to the Pacific Northwest. 

Under presently designed definite plans for exporting Alberta gas 
from that Province, there is still an estimated exeess of 21% trillion 
cubie feet for which no market has been allocated. I think I know 
where it will go if the so-called all-Canada line happens through the 
issuance of a permit by the Federal Power Commission. 

If additional gas is discovered in Alberta at the presently estimated 

rate of 4% trillion cubic feet a year, this would add 15 trillion cubic 
feet in 10 years to the amount cen available for export. 

Within the past 2 years natural gas has been discovered in north- 
eastern British Columbia and it is presently estimated that approxi- 
mately 3 trillion cubic feet of gas has been proven in that Province. 
Discoveries are continuing at a rapid rate. While discoveries in Sas- 
katchewan have been a little more recent, development activities are 
being carried on there and substantial reserves are being added every 
month. To a somewhat lesser extent gas is also being discovered in 
southwestern Manitoba. Thus it can be readily seen that legislation 
of the type under consideration has its very important and far- 


reaching long-range aspects. 


The threat to American industry and labor of natural gas is not 
alone from Canada. It comes from Mexico as well. On October 10, 
1951, the Texas-Ohio Gas Co. filed an application with FPC for 
authority to construct a line from the Rio Grande River in Hidalgo 
County, Tex., to the State of West Virginia. 

Right in the heart of the coal-producing area, as a part of its 
proposed g ras supply, it relied on obtaining 200 million cubic feet of 
natural gas a day from the Republic of Mexico. This application was 
dismissed by the FPC because of the failure to present necessary 
proof of the applicant’s ability to construct and operate the project. 
However, this threat of importation of natural gas from Mexico is 
now renewed, as illustrated by an article : appearing in the New York 
Herald Tribune on April 19, 1954, quoting the head of the Mexican 
Government’s oil and gas producing agency, the Penex Co. 

Senor Antonio Bermudeze is quoted as having stated 300 million 
cubic feet of gas per day can be produced in the Rio Grande fields 
near Reynosa, Mexico, to be available for export to the United States. 

3y bringing this gas a short distance across the Rio Grande River into 
southern Texas, ic would be readily available for any one or more of 
the large long-distance transmission lines already serving the Appa- 
/ achian area and the eastern seaboard. ‘The prospect of ‘this fore gn 

gas coming right into the principal coal fields area of the United 
States causes the mineworkers of America grave concern. Attention 
should be directed to the fact that this natural gas would be imported 
absolutely duty free, whereas any coal that is shipped into Mexico is 
burdened with an import tax of 30 to 40 cents per ton, depending upon 
the money value of the coal. 

In addition to the above, we feel that FPC by this proposed legis- 
lation would be better enabled to appropriately take into account 
national-security considerations which are inherently involved in 
natural gas importations from foreign countries. Such importations 
would be dependent necessarily upon long unguarded pipelines cross- 
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ing the international borders, and thus establishing a vulnerable fuel 
artery predominantly under the control of a foreign government. 

This is illustrated by one of the pending applications to serve the 
northwest areas of the United States, including the vital atomic energy 
installation at Hanford, Wash. If Canadian gas serves this installa- 
tion, it will be through this foreign-owned line and will mean the dis- 
placement of 600,000 tons of coal by a foreign fuel and the immediate 
shutdown of at least five major coal mines in Montana, Utah, and 
Wyoming. I think it is axiomatic to say that thus a vital defense 
plant might be cut off without warning from its fuel supply, and the 
coal mines having gone out of business would not even in the case of 
an extreme national emergency be available to step into the breach. 

Senate bill 1287, if enacted, would not establish a legislative embargo 
upon natural gas importations. It would merely implement the pres- 
ent power of the Commission to grant or deny applications to import 
natural gas from foreign countries. 

If there were another Pearl Harbor or anything akin to it, if some- 
thing happens to that pipeline, those coal mines will not be able to 
open tomorrow morning, coal mines upon which the security of this 
country is dependent. 

Senator Purrett. You do agree that the Federal Power Commis- 
sion, at the present time under the present law, can consider the effect 
of imports? 

Mr. Horxktns. Yes, sir, but I understand that they say they are 
factually without legislative guides so they doubt the legality of such 
action. Let us give them the guides. Let us lay down the standard. 

It would be merely amending the Natur: il Gas Act by establishing 
appropriate and legal criteria for the Commission to follow in carry- 
ing out this present power. Domestic fuels are wholly adequate to 
meet any and all needs of the fuel markets of the United States. 
Therefore, it is entirely appropriate that proper standards and criteria 
be set up as provided in the Hunt bill to guide the Commission in 
its decisions on the question of foreign-gas importations into this 
country. American labor and American ‘industry are certainly en- 
titled to this minimum procedural protection as against this vast 
threatened foreign competition. It is for these accumulated reasons 
that United Mine Workers appear here today in support of this legis- 
lation and it is their fervent hope that this Congress will speedily 
enact it. 

Senator Purreii. Have you any comments to make, Senator Hunt, 
or any questions ? 

Senator Hunr. I would like to ask the distinguished counsel if he 
has done any research on the loss of valuations to the particular area 
as these mines are closed, knowing full well as he does that there is 
some improbability that they will ever be opened again. 

Mr. Horxrns. I, myself, have not but I feel confident that succeed- 
ing witnesses, such as Mr. Bert Manley, will be able to give you sta- 
tistics and breakdowns along that line. Although I know it is very 
ruinous. 

Senator Purret.. Is it your wish that in the event that was not 
developed that we ask the witness to supply such information and 
that it can be included in the record ? 


Mr. Horxrns. I will be glad to try to respond to any requests for 


information within my power to obtain. 
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Senator Purrexy. Is that your wish, Senator Hunt? 

Senator Hunt. Yes, it is, Mr. Chairman. 

Senator Purrein. Do you feel that you can supply the information ¢ 

Mr. Horxrns. I do not want to say that I am equipped to supply 
that. Frankly, our office is not, but I will try to request kindred asso- 
ciated interests to supply it. 

Senator Purret.. The record will stand open for several days for 
the reception of any information that you feel is pertinent to the bill 
under consideration and discussion. 

Mr. Horxrns. Thank you, sir. 

Senator Purretit. What we are trying to do is to explore this 
whole situation here and I believe that our counsel had a question he 
wanted to ask. 

Mr. L’Hevrevx. I wanted to clarify the statement that you made 
that the Federal Power Commission doesn’t consider that it has pres- 
ently the proper legislative guides. 

I am sure you do not mean to convey the impression that the Com- 
mission cannot consider the effect of imports of natural gas upon our 
domestic industries as part of their consideration of the public in- 
terest under present law ? 

Mr. Horxtns. They probably could, but I say they need some 
definitive, affirmatively and legislatively declared criteria on which 
to move. 

Mr. L’Hevurevx. You mean in order to achieve the results in- 
tended in this legislation. 

Mr. Hopxrns. Yes, sir. 

Senator Purrett. Thank you, Mr. Hopkins, for appearing and 
giving us your most informative presentation. 

Mr. Hopkins. Thank you. 

Senator Purrety. Senator Hunt has to leave for another official 
duty with which we are confronted occasionally, but he will be back 
shortly. 

The next witness is Mr. Norman F. Patton from the Anthracite In- 
stitute in Wilkes-Barre, Pa. 


STATEMENT OF NORMAN F. PATTON, ANTHRACITE INSTITUTE, 
WILKES-BARRE, PA. 


Mr. Parron. My name is Norman F. Patton. I reside in Dallas, 
Pa., a suburb of Wilkes-Barre, the economic and geographical center 
of the anthracite or hard coal industry. I have been continuousl 
employed for more than 22 years by the Anthracite Institute, which 
functions as the trade association of the Pennsylvania anthracite pro- 
ducing industry. Its principal offices and laboratory are located in 
Wilkes-Barre. 

The Anthracite Institute is financially supported by producers 
which, in the aggregate, account for over 0 percent of the industry’s 


total tonnage. In matters such as the subject of today’s hearings, 
however, the representatives of the Antracite Institute feel that they 
express the sentiments of the entire industry. 

Unlike bituminous coal, which is produced in some 27 States, over 
99 percent of the Nation’s anthracite deposits and production are con- 
tained in an area of only 484 square miles underlying 6 adjacent coun- 
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ties in eastern Pennsylvania. Canada produces no anthracite coal 
whatsoever. This area contains such cities as Scranton, Wilkes- 
Barre, Hazleton, Shenandoah and Pottsville, with an aggregate 
population of some 1,100,000 persons. The production of anthracite 
and its transporation by the nine railroads serving our collieries and 
by trucks provides the largest source of employment in the area. 

I would like to give you the names of those nine railroads. They 
are the Delaware & Hudson; Delaware, Lackawanna & Western; 
Erie; Lehigh & New England; Lehigh Valley; New York, Ontario & 
Western ; Gentral Railroad of New Jersey; Pennsylvania; and the 
Reading Co. 

In view of the extreme concentration of production, transportation 
costs to remote points of consumption, and the ever-tightening ring of 
competition of natural gas and imported and domestic fuel oils, our 
consuming market is likewise relatively concentrated. Pennsylvania 
itself absorbs over one-third of our total sales. New York is second 
with 28 percent, followed by New Jersey with 13 percent, and fourth, 
the Province of Ontario with 7 percent of the tot Z Thus those three 
States and one province constitute over 82 percent of our entire market. 
We do, however, ship over half a million tons of anthracite to Minne- 
sota and Wisconsin from Lake Erie ports, to be used as produced and 
shipped, or in the manufacture of briquets at upper lake docks for local 
sale. 

Considering city markets, New York is first, Philadelphia second, 
Toronto third and Buffalo fourth. Milwaukee is almost of equal im- 
portance with Boston. I have with me actual tonnage figures for over 
300 cities and 20 States and provinces, but will not burden the record 
with them unless requested to do so. The point is the concentration 
of both production and consumption of anthracite as contrasted with 
that of any other fuel. 

Anthracite is used to the extent of over 70 percent for space heating 
in buildings, as opposed to industrial utilization. Our next largest 
use is in public utility electric generating plants, which consume some 
4 million tons annually, or 11 percent of the total. The remainder 
is used in industry for various purposes. In virtually all of these uses, 
anthracite is in direct competition with natural gas. 

The anthracite industry has suffered severely in recent years. 

For example, commercial production in 1946 was 57,310,000 tons. 
Last year it was 29,050,000 tons, a decline of 28,260,000 tons, or 49 
percent in only 7 years. 

In 1946 average employment was 77,400 men. Last year, it was 
only 56,500 men. That means that 20,900 fewer families received their 
support from the production of anthracite than just after the close 
of the war. 

In 1946 the industry worked an average of 272 days, but last year 
it worked only 167 days. Thus, even the lower number of employees 
enjoyed 2 less working days per week each. 

All of our miners are members of the United Mine Workers of 
America. 

In 1946, anthracite shippers paid United States railroads 
$122,500,000 in freight charges. Last year the total was only 
$84,500,000. It is therefore apparent that, despite higher freight 
rates, my industry paid the carriers $38 million less, of which decline 
probably half woul have been used in paying railroad labor, a goodly 
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percentage of which resides within the six-county anthracite produc- 
ing region. 

Our industry pays out § $1,100,000 for every day that the whistle 
blows, as we say in the industry. It has become so severe that about 
2 weeks ago the Governors of 11 States and representatives of 5 more 
States met here in Washington to see what could be done about the 
extreme distress in the coal producing States. 

As recently as this week, President Eisenhower met with Governor 
Fine of my State of Pennsylvania. Several Congressmen, the presi- 
dent of our organization, and the vice president of the United Mine 
Workers met in the White House to see what could be done about 
alleviating this extreme distress. 

Senator Purreui. Is that restricted to the discussion of the anthra- 
cite problems? 

Mr. Patron. Yes, sir. That was the day before yesterday morn- 
ing. The governors met 2 weeks ago, and that was on a different 
subject. 

While some of the decline has been occasioned by a succession of 
six abnormally warm winters, with consequent lessened demand for 
heat, the greatest factors have been the growing competition of 
natural gas sand fuel oil. Ih: ave testified at length to this effect before 
the F ederal Power Commission, the Interstate Commerce Commis- 
sion, both the Pennsylvania and the New York Public Utility Com- 
missions and other governmental agencies. 

I would be glad to develop this subject to any length the com- 
mittee may desire. In the interests of brevity, however, I am limiting 
this statement to generalized assertions. 

A great deal of anthracite tonnage has been lost following the 
expansion of natural gas into previously unserved eastern competitive 
territory, including the Atlantic seaboard and New England. 
Natural gas pipelines, stretching from the Mexican border and from 
under the waters of the Gulf of Mexico to Portland, Maine, have 
enabled natural gas to invade the very heart of our markets. Once 
there, it has displ: aced anthracite and has also been installed in new 
buildings which we might otherwise have been able to fuel. 

understand that this committee is not charged with the develop- 
ment of a national fuels policy in the interest of conserving our 
diminishing irreplaceable natural resources, as is the Senate ‘Com- 
mittee on Interi ior and Insular Affairs, and that this is therefore not 
the proper forum in which to discuss this highly important subject. 
This rapid expansion of one fuel to the detriment of another does, 
however, present a valid reason for my appearance here today. 

Not only are we struggling for our very existence in the face of 
competition from United States fuels, but we are now faced with 
very serious threats of competition with Canadian natural gas from 
2,000 miles distant. This threat, insofar as the anthracite industry 
is concerned, is twofold. The first is the pending application of 
Northern Natural Gas Co. to extend its existing pipeline northward 
to the Canadian border, there to receive gas from the Province of 
Alberta for distribution in Minnesota and Wisconsin. The second 
involves the Niagara frontier area. 

As this committee is aware, applications have been approved and 
certificates issued to permit Tennessee Gas Co. to extend its pipeline 
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to the Niagara River, there to deliver gas to the Niagara Gas Trans- 
mission Co. for distribution in the Toronto area. I believe construc- 
tion has not yet been started on the Canadian side, owing to political 
consideraions incident to the plans for a anes from Alberta to 
Toronto and ultimately Montreal. 

The present proposal, as I understand it, is jes Toronto and other 
Ontario consuming points to receive natural gas via the Niagara 
frontier and thus build up sufficiently large m: aewth to justify eco- 
nomically the construction of the Canadian line, without which 
markets the line could not be built without Government subsidy. 
On arrival of western Canadian gas in Toronto, as I further under- 
stand the plans, the flow would then be reversed in order to give 
Alberta larger markets for its gas, and such gas would flow south 
into the United States in the Buffalo area. Once it should enter this 
country, the existing en of pipelines could and probably would 
carry this Canadian gas east through New York and into New 
England to our very ser nied triment. 

The situation is made all the more poignant by the recent announce- 
ment that the Mexican Government-owned oil and gas industry finds 
that it has far more natural gas than is needed at home, and that it 
plans to export large quantities to this country. Thus we have the 
spectacle of Mexican natural gas invading our New Hampshire and 
intermediate markets through already existing transportation facili- 
ties. 

Senator Hunt’s bill, S. 1287, seeks to clarify the language of the 
Natural Gas Act so as to give the Federal Commission spec ific author- 
ity to refuse to certify facilities fer the importation of natural gas, 
if it would cause economic dislocation to United States fuel or trans- 
portation industries. We believe this to be a very sound piece of leg- 
islation, and one which would afford a measure of protection to a 
sorely depressed Pennsylvania industry. 

It has been demonstrated repeatedly by highly competent author- 
ities that the ultimate security of this nation rests on a strong coal 
industry. The coal industry has not asked for subsides or any form 
of governmental regulation. It only asks that it be allowed to retain 
some semblance of prosperity in times of peace, in order that it may 
be prepared and equipped to step in, as it did in two wars, and take 
over the load which neither fuel oi] or natural gas could adequately 
serve in time of national emergency. 

The protection which S. 1287 would afford, provided we could show 
injury resulting from the importation of foreign natural gas, would 
be invaluable. For this reason, the Pennsylvania anthracite produc- 
ing industry joins with the United Mine Workers of America, the 
bituminous coal industry, the railroads and railroad labor in urging 
Its passage. 

Your witness desires to express his sincere appreciation of your 
courtesy in permitting him to offer this statement for the record. 

Senator Purreiy. Thank you very much, Mr. Patton. 

Mr. Parron. I will be very glad to fill in any gaps which you may 
find. 

Senator Purreitt. Thank you again, Mr. Patton. 

The next witness is Mr. M. P. Manley, executive secretary of the 
Utah Coal Operators Association. 
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STATEMENT OF B. P. MANLEY, EXECUTIVE SECRETARY, UTAH 
COAL OPERATORS ASSOCIATION 


Mr. Mantey. My name is B. P. Manley. My address is 709 ‘Trib- 
une Building, Salt Lake City, Utah. I am executive secretary of 
the Utah Coal Operators Association. The Utah Coal Operators 
Association is a nonprofit incorporated association representing the 
producers of coal in the State of Utah. The association members 
produce more than 80 percent of the commercial coal produced in 
Utah. 

I am also president of the Western States Fuel Policy Council which 
was formed as a permanent organization in July 1951, its principal 
objectives being the opposition to importation of foreign natural gas, 
along with other fuels problems. 

This organization is composed of coal operators from each of the 
coal producing Western States, United Mine Workers, all western 
railroads, along with railroad brotherhoods, and other labor groups. 

I would like to have a list of the directors of that Western States 
group inserted in the record at this point, Mr. Chairman, if I may. 

Senator Purre.n. It will be made a part of the record at this point. 

(Directors, Western States Fuel Policy Council, is as follows :) 


OFFICERS AND DIRECTORS OF WESTERN STATES FUEL PoLiIcy COUNCIL 


President: B. P. Manley, Salt Lake City, Utah, Utah Coal Operators Association. 
Vice President: Roscoe Lots, Great Falls, Mont., Brotherhood of Railway 
Trainmen. 
Secretary: R. J. Boyle, Billings, Mont., UMWA. 
Board of directors: 
William Alexander, Portland, Oreg., oil heating industries. 
J. P. Allison, Glenns Ferry, Idaho, Brotherhood of Locomotive Firemen and 
Pnginemen. 
I. N. Bayless, Omaha, Nebr., U. P. Coal Co. 
R. J. Boyle, Billings, Mont., United Mine Workers of America, district 27. 
J. E. Brinley, Rock Springs, Wyo., United Mine Workers of America, 
district 22. 
DD. F. Buckingham, Billings, Mont., Montana Coal Operators. 
Martin Cahill, Cheyenne, Wyo., Wyoming Federation of Labor. 
George A. Cavender, Denver, Colo., Colorado Federation of Labor. 
F. L. Croteau, Spokane, Wash., Spokane Fuel Dealers. 
H. B. Douglas, Salt Lake City, Utah., American Federation of Labor. 
Robert Elmslie, Seattle, Wash., Oil Heating Industries. 
Frank Hefferly, Denver, Colo., United Mine Workers of America, district 15. 
Walter Johnson, Ac me, Wyo., Sheridan-Wyoming Coal Co. 
J. R. Kastler, Raton, N. Mex., St. Louis, Rocky Mountain & Pacifie Co. 
W. G. Larson, Magna, Utah, Order of Railway Conductors. 
Roscoe Lots, Great Falls, Mont., Brotherhood of Railway Trainmen. 
Earl MeMillan, Seattle, Wash., N. W. Improvement Co. 
Sam Nicholls, Renton, Wash., United Mine Workers of America, district 10. 
BE. W. Mitchell, Tacoma, Wash., Brotherhood of Railway Trainmen. 
W. J. O'Connor, Salt Lake City, Utah, Ind. Coal & Coke Co. 
W. E. Skinner, Pueblo, Colo., Brotherhood of Railway Trainmen. 
Glen Sorenson, Frontier, Wyo., Kemmerer Coal Co. 
Gust Panos, Cheyenne, Wyo., Brotherhood Maintenance of Way Employees. 
W. J. Thompson, Denver, Colo., Colorado-Utah Coal Co. 


Mr. Mantey. I sppear here urging the enactment of S. 1287, an 
amendment to the Natural Gas Act. The amendment is designed to 
allow the Federal Power Commission to measure the impact of impor- 
tation of foreign natural gas upon existing domestic fuel and trans- 
portation industries which will result in economic dislocation, unem- 
ployment, or injury to competing fuel industries in the United States. 
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There are three applications now before the Federal Power Com- 
mission, each of which seeks authorization to import natural gas 
from Canada into the Pacific Northwest and Idaho. Upon these 
applications the Federal Power Commission has concluded its hear- 
ings and dates for filing briefs and oral argument have been estab- 
lished. The applications are as follows: 

FPC Docket No. G—1526, Westcoast Transmission Co., Ine., which 
proposes to import and distribute natural gas during fifth year of its 
operation equivalent to the annual use of 2,275,492 tons of coal. 

FPC Docket No. G-2111, Trans-Northwest Gas, Inc., which pro- 
poses to import and distribute during its fifth year of operation 
natural gas equivalent to the annual use of 927,812 tons of coal. 

FPC Docket No. G—996, Northwest Natural Gas Co., which proposes 
to import and distribute in the fifth year of its operation natural gas 
equivalent to the annual use of 2,610,849 tons of coal. 

The above three applications combined propose to import and 
distribute in the Pacific Northwest foreign natural gas equivalent to 
the annual use of 5,814,153 tons of coal. 

A partial survey of coal used in the areas involved in these appli- 
cations shows that approximately 3,500,000 tons of coal are annually 
consumed in the areas into which it is proposed to import and dis- 
tribute gas from Canada. Of this amount, members of the Utah 
Coal Operators Association have shipped during the last 10 years an 
average of 1,627,000 tons of Utah coal annually That does not mean 
that is all the coal that goes from the Utah area, and there are other 
mines producing that are not members of the association and from 
whom statistics were not readily available. 

Senator Purrett. Have you any estimate of that additional coal 
produced ? 

Mr. Mantey. I would say a quarter of a million tons would be 
about right, sir. 

Senator Purrety. Thank you. 

Mr. Manury. The balance of coal used in the Pacific Northwest is 
supplied from coal produced in the States of Washington, Wyoming, 
and Montana. 

It is evident from these figures that the supply of gas contemplated 
to be imported from Canada and distributed in the Pacific Northwest 
far exceeds the tonnage of coal that is presently used in the areas 
involved. 

Two of the applications before the Federal Power Commission pro- 
pose to supply the Atomic Energy installations at Hanford, Wash., 
with natural gas imported from Canada. This plant now uses over 
600,000 tons of coal annually, all produced from coal mines in the 
Western States. If these applications are granted, this installation, 
so important we believe to the Nation’s security, would become de- 
pendent upon a foreign fuel supply, the sources of and means of dis- 
tribution of which remain wholly under control of a foreign govern- 
ment. Such a situation does not augur well for this Nation’s defense 
nor its security. 

It is inevitable and obvious that the importation of Canadian 
natural gas will displace the use of coal produced from American 
mines. Neither Utah nor the other Western States are confronted 
with any shortage of fuel. The developed coal resources of the 
western coal-producing States are adequate to serve the present de- 
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mand and any reasonably anticipated future increase in demand 
resulting from population increase or industrial expansion. 

The United States Geological Survey estimated that the States of 
Utah, Wyoming, Washington, and Montana have coal reserves aggre- 
gating 414 billion tons, which is sufficient coal to meet the entire de- 
mands of the United States, based on the peak demand of the past, for 
many centuries. 

The coal industry of the West has always, in relation to develop- 
ment, kept far ahead of the market demand, and should there be any 
increase in demand as a result of population increase or industrial 
expansion it may be said without fear of contradiction that the pro- 
ductive capacity of the western mines would be expanded to take full 
advantage of the opportunity for the marketing of additional coal. 

In the coal industry wage rates are a major factor in the cost of 
production. The issue here is, shall the American mineworker lose 
his employment because of the importation of foreign fuel. We sub- 
mit that his opportunity to work for a livelihood should not be denied 
because of Government authorization to import gas and thereby im- 
peril his chance to continue in employment, through the importation 
of natural gas from Canada, in the production “of which not one 
penny’s worth of American labor is involved, but it would be sold in 
America and thereby displace American labor and take away from 
those now employed in the production and transportation of coal the 
means of a livelihood of many thousands of our people. Many of 
these men who will become unemployed have reached the age where 
no one will employ them on account of their years. Life ahead for 
them will be dark when the employment which has been their whole 
life’s pursuit is no longer available. 

The displacement of coal through the importation of foreign gas 
as proposed will result in loss of employment to the 6,000 American 
workers normally engaged in the production of coal in the States of 
Utah, Wyoming, W ashington, and Montana, and to railroad workers 
engaged in the West in the transportation of coal, and to workers 
engaged in the operation of retail coalyards and in the trucking and 
delivery of coal from these yards, and to industrial workers engaged 
in the handling of coal at the places of its use. 

The loss of such employment means that the $24 million paid 
annually in wages to coal mineworkers in these Western States 
could be placed in serious jeopardy by reason of the loss of these 
important coal markets, for if lost, mines would close for want of 
market. 

If the Pacific Northwest market is to be served with Canadian gas 
the coal tonnage remaining available to mines now operating in the 
Western States would be so small that most mines would have to 
cease operations. The result of such mine closing means the loss of 
employment to those engaged in the production and distribution of 
coal, payrolls to mineworkers would be ended. With such ending 
goes the means of subsistence for the families of those so displac ed. 
This plight of the mineworkers will become a very real and dangerous 
one which cannot be treated lightly. 

That bituminous coal production at high levels is absolutely essen- 
tial during times of national emergency will not be disputed, we 
believe, by. anyone. If it becomes necessary to close down the mines, 
it would be economically difficult, if not impossible, to reopen them so 
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as to have them in position to again supply the fuel needs of essen- 
tial defense establishments. 

It is inconsistent with the public interest to allow a tax-free foreign 
fuel to be imported to compete with American industry and labor 
under conditions where large investments can become valueless and 
important segments of such “industry may be forced into bankruptcy. 

Again, the cessation of mine operations means loss to manufacturers 
and suppliers of the many types of materials that enter into the pro- 
duction and distribution of coal, and thus many small businesses 
would be seriously affected. So also would be the businesses of those 
who supply the food, the clothing and all items that are a necessary 
part of the life and well-being of every American worker’s family. 

The displacement of coal will also result in substantial loss of 
volume and revenue to the railroads which serve the West. The 
revenue to railroads resulting from coal shipped from Utah mines 
alone into the Pacific Northwest and Idaho approximates $9 million 
annually. 

We submit, sir, that it is not in the public interest to displace Amer- 
ican fuel with foreign gas, and to destroy the opportunity of employ- 
ment for American workers engaged in the production, transportation, 
and distribution of American fuels. 

If our industries and homes are equipped to burn natural gas from 
a foreign source and our mines are shut down and dismantled for lack 
of market, the Nation will be at the mercy of a foreign country as 
to the continuance of supply, and will be subject to the ‘national pres- 
sures and international prejudices which might at any time operate 
to stop the supply. 

Should international disagreements or even conflict arise between 
us and Canada, we would find ourselves crippled at the time of greatest 
need. We submit that it is not in the public interest to create 
dependence upon a foreign fuel supply for either industrial or 
domestic needs. 

The first duty of Canada is and undoubtedly will be to supply 
Canada with a full supply of natural gas to satisfy its industrial, 
commercial and domestic requirements. 

A large and major portion of Canada’s gas reserves we understand 
exists in the western Provinces of Alberta and British Columbia, from 
which same sources applications now being considered by the Federal 
Power Commission propose to export gas to the Pacific Northwest. 

When Canada’s demand for natural gas for its own use occurs— 
even during occasional periods of peak load demand—Canadian 
authorities will surely see to it that Canadian demand is first satisfied. 
In such instances, gas supply from Canada to the United States would 
be seriously curtailed, if not eliminated. 

It should be well remembered the importance of coal to American 
military activities. Every gun and every tank and every bullet or 
shell that was fired in our recent wars had much of their origins in 
an American coal mine. 

Apart from the question of Canadian interference, the nature of the 
coal industry with its many and scattered mines and the nature of coal 
with its adaptability to storage, provide a protection in international 
defense quite in contrast with the serious exposure of a gas pipeline 
to interrupted supply from sabotage or the forces of nature. 
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The committee’s attention is drawn to the provisions of an interna- 
tional trade agreement which has been negotiated and entered into 
with the United States Government. In this agreement, that is, Gen- 
eral Agreement on Tariffs and Trade, natural gas is classified as a 
crude mineral for tariff purposes, and it guar: antees duty-free status 
for crude minerals which include natural gas. Thus, natural gas from 
Canada may enter the United States free of any tax or duty. 

On the other hand, when aoe coal is exported from the 
United States into Canada, Canada imposes an import duty of 50 
cents per ton. 

Here natural gas may be imported into the United States duty free, 
but coal exported from the United States into Canada carries an 
import duty of 50 cents per ton. 

The economy of this Nation is geared first to coal. What is good for 
coal is good for industry and the Nation. The coal industry must be 
maintained in a strong, healthy condition in both a peace and war 
economy. If coal is harmed the future secur ity is jeopardized. 

Why impoverish the American coal industry by permitting importa- 
tion of foreign natural gas, and seriously de :plete the revenues of the 
State and Nation, impair the tax contr ibutions made t by related and 
dependent industry, and all the while increase the burdens of unem- 
ployment. 

The coal industry wants neither Government subsidies nor price 
supports. In this instance it is seeking opportunity to continue to serve 
its long-established market, and such protection as S. 1287 we feel 
will afford from the competition of foreign natural gas. 

To keep this country strong and in a healthy condition of economy 
is to keep men at work—enforced idleness breeds misery and dis- 
eg aa 

I am here to plead the cause of both mineworkers and mine opera- 
tors alike, and of all other classes of labor involved that will be dis- 
placed, for employment and business will each suffer alike should 
the importation of foreign natural gas to the Pacific Northwest be 
authorized, and for all of these reasons and on all of these accounts 
we respectfully urge upon this committee te take favorable action 
upon s S. 1287 by rec ommending its enactment. 

Senator Purretit. Thank you very much, Mr. Manley. I have no 
questions to ask. 

That doesn’t by any means indicate a lack of interest in your testi- 
mony, but there have been many questions asked previously that I 
think would in effect be questions asked now if like testimony had not 
been offered before. 

Mr. Mantey. I recognize the similarity of a lot of them, sir. 

Senator Purretn. Thank you, sir. 

It would help us a great deal if we could eliminate some of the 
repetitious testimony. “T want it understood that we are not cutting 
anybody off. This is a hearing in which we want to get all the infor- 
mation available to us in determining what we should do, but if you 
want, and I am sure you do, to cooperate with us, if you do not repeat 
some of the things that have been said we would appreciate it. 

The next witness will be Mr. J. E. Brinley, president of the United 
Mine Workers of America of district 22 in Wyoming- Utah. 
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STATEMENT OF J. E. BRINLEY, PRESIDENT, DISTRICT 22, UNITED 
MINE WORKERS OF AMERICA, WYOMING-UTAH 


AMENDMENT TO NATURAL GAS ACT 


Mr. Brinuey. I have arranged to appear before your committee 
in hearing on May 13, 14, 1954, to represent the U nited Mine Workers 
of America from the Western States Fuel Policy Council in support 
of Senate bill S. 1287 and wish to submit the following statement : 

On ee 11, 1954, Senator Lester C. Hunt introduced a bill to 
amend the Natural Gas Act which will give more authority to the 
Federal Power Commission in considet ‘ating applications for export 
or import of natural gas. 

Favorable consideration and approval by your committee and the 
passing of this Senate bill S. 1287 is very important to the coal indus- 
try and the men who depend upon the coal industry for employment, 
such as miners, transportation workers and those handling the dis- 
tribution of coal. This amounts to thousands of men and a larger 
number of dependents who rely upon the coal markets for their liveli- 
hood. 

I am going to go into the employment situation in this area as it 
exists today. That is due to the displacement of coal by competitive 
fuels. 

In Utah and Wyoming there are 3,548 employed in the production 
of coal covered by the National Bituminous Coal Wage Agreement. 
This does not include supervisors and clerical wor kers, nor does it in- 
clude workers at mines not covered by contract or those miners in 
Montana, Washington, and Colorado. They are also faced with the 
same situation with regard to unemployment. 

Several applications have been filed with the Federal Power Com- 
mission for authority to import natural gas from Canada into the 
Pacific Northwest. If these applications are approved and Canadian 
gas is imported to that area, the coal industry in Montana, Wyoming, 
Utah, Washington, and Colorado can no longer operate because they 
will be left without a market and it will create more unemployment 
which will not be absorbed by the gas industry and thereby cut off 
millions of dollars in payrolls and purchasing power annually and 
cause great losses to businesses in the mining communities and adja- 
cent towns. 

Two thousand of our members have been placed on unemploy- 
ment in the past 3 months due to the closing of mines on account of 
competitive fuels, domestic natural gas and oils, and we feel as mem- 
bers of the United Mine Workers of America and employees and 
coal miners that if importation of natural gas is permitted to come 
into the Pacific Northwest from Canada, that these 3,500 will go on 
the unemployment rolls also. 

The large investments made by the operating companies in the coa]- 
mining industry and the expensive training “of men to operate the 
equipment will become a total loss if the mines are forced to close 
on account of foreign import of competitive fuels and will neces- 
sitate several years to bring the coal industry back on its feet because 
financial interests and workers will hesitate in going back to an 
unstable or shaky industry. What I mean by this is that no one will 
care to invest with a possibility of again taking a terrific loss and the 
miners and other workers who were compelled to find other means 
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to make their living will not go back to an industry where there is 
no job security. 

I do not want to duplicate some of the statements made already, 
but it is a fact that when these mines are closed for any period of 
time that if not impossible it is very difficult to reopen those mines 
without a lot of expense and a lot of time involved. 

The coal industry is in a bad state already due to domestic com- 
petitive fuels and the mines that are still operating are working slow 
and have reduced their working forces which have caused many men 
to drift away to other jobs and it will be difficult to recruit new work- 
ers as the younger men have no desires to make mining their career 
and as it takes considerable time to train qualified men in the mines, 
it presents a serious problem for future coal needs. 

Coal is our basic commodity and should be protected for the 
defense and security of our Nation and we should be prepared at all 
times to supply our country’s needs. 

With this situation confronting those whom I represent, we there- 
fore earnestly request that your committee report favorably on S. 
1287 and give your utmost support in the Senate for its passage and 
enactment. 

We feel that we should not be placed in a position where we will 
be dependent on foreign fuels that could be cut off without any 
advance notice. We should keep our industries intact that we have 
in this nation today in case of any hostilities or any catastrophe that 
might happen to the fuel supply of our Nation. 

We think that it will protect the coal industry in the western 
States with which I am familiar. 

Senator Purreti. Thank you, Mr. Brinley. 

You have presently 2,000 of your members in Utah and Wyoming 
unemployed ? 

Mr. Brintey. That is right. 

Senator Purreti. How long in the State of Wyoming or in the 
State of Utah is that unemployment compensation available to them ? 

Mr. Brintry. Twenty-six weeks. 

Senator Purrern. Many of them have exhausted it by now? 

Mr. Brrntry. Yes, sir, some of them have exhausted it. It 
depends on the amount of credit that you build up through your 
earnings. 

Senator Purretnt. Yes: I know that. I wanted to have it for the 
record. 

(nd many of them have exhausted it for the 12 months’ period. 

Mr. Brrntey. That is right. 

Senator Purretn. So that they are not able at.the present time to 
draw unemployment compensation. 

Mr. Brrnury. That is right, and our Federal Government at the 
present time is helping them through surplus commodities and the 
State welfare departments are helping to take care of those unem 
ployed members. 

Some of those coal mines have closed down permanently and they 
are removing the equipment and the rails so it is evidently planned 
and it is plain to us that those mines will not reopen. Some of them 
are closed down temporarily. 

It is a seasonal occupation and we are in hopes that some of them 
will reopen this fall. 
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Senator Purrein. Has it been your experience in the past that when 
you have a seasonal occupation you do have these peaks and valleys 
and your valleys come about the time they did come in this last year? 

Mr. Briniey. I would say earlier this year than usual. 

Senator Purreii. And longer this year? 

Mr. Brrniey. I am sure that it will be. 

Senator Purrety. They are not closed at the present time? 

Mr. Brintry. No, not at the present time. But the reason that I 
form that conclusion is that there are several gas wells that have been 
drilled in the State of Utah in the past year and the gas is being piped 
into the Salt Lake area where some of our coal markets were, but our 
most important market was the Pacific Northwest, where we have 
knowledge that several of these gas companies had made application 
for the import of Canadian gas. 

Senator Purreit. Obviously you have a reason to be disturbed, but 
isn’t this just one problem of many? You may have gas piped up 
from our domestic markets or fields that are presently not open. This 
is not a solution to your problem. This is not the solution. 

Mr. Briniey. That is true. It would not be the solution to our 
whole problem. We do feel that we should take care of our home 
needs with the products that we have in our Nation first, our natural 
resources, before we resort to importing of fuels from other countries. 

Senator Purreity. I want to thank you for coming and thank you 
for your testimony. 

The next witness is Mr. J. A. Maher of the Maher Coal Bureau of 
St. Paul, Minn. 


STATEMENT OF JOHN A. MAHER, MAHER COAL BUREAU, 
ST. PAUL, MINN. 


Mr. Maner. May name is John A. Maher and I am here repre- 
senting commercial coal dock operators and briquet manufacturers 
located at Duluth, Minn., and Superior and Ashland, Wis. I am 
appearing in support of the Hunt bill S. 1287. Our immediate con- 
cern is the threatened importation of natural gas from Canada. 

My statement is largely a commentary on some exhibits that are 
attached to it. One of them I find is a duplication, but they are all 
stapled together. That is with respect to this Canadian subvention 
on freight rates. 

The importation of natural gas into Duluth and Superior would 
completely destroy the coal dock industry. The impact on the com- 
munity is apparent on examination of the economic exhibit I am 
presenting which discloses the annual payroll, the number of employ- 
ees, annual taxes paid, approximate « capital investment and local pur- 
chases by various companies in the way of material, supplies, power, 
etc. 

In addition to the items listed on the exhibit, the fact that in excess 
of 500 men, most of them family men I am informed, would be thrown 
out of employment, will cause serious dislocation in the everyday 
economic life of these cities. Other witnesses will carry this further 
in connection with the effect on our railroads, oil dealers, and retail 
fuel dealer S. 

The coal docks constituting this group together with similar oper- 
ations on west bank Lake Michigan, which would likewise be affected, 
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represent, I believe, the largest aboveground storage of commercial 
coal anywhere in the United States, for immediate loading and ship- 
ment. 

This latter point cannot be overemphasized. There are no coal 
mines in Minnesota or Wisconsin. These communities are far removed 
from any coal-producing districts and it is a virtual impossibility 
for them to be satsfactorily served during our northern winters by 
all-rail coal from the mines. The docks are an assembling and dis- 
tribution machine, and constitute, in effect, coal mine tipples located 
at a remote distance from the mine proper. 

[ am presenting an exhibit showing the receipts by years for a 10- 
year period, 1944-53, as reported by the United States Army engineers. 

Note that this exhibit covers only the Duluth-Superior Harbor. 
There is a corresponding tonnage handled over the west bank Lake 
Michigan docks. 

The coal is shipped from the mines to Lake Erie ports by rail and 
thence transshipped via the Great Lakes water route to the head of 
the lakes in the same vessels that transport iron ore from the great 
Minnesota Missabe and upper Michigan ranges, and grain down the 
lakes in the reverse direction. 

While the coal tonnage up the lakes does not equal in volume the 
tonnage of iron ore and grain down the lakes, the combined move- 
ment is an outstanding example of economical, balanced transperta- 
tion. 

I think it is of more than minor importance to say that on every 
ton of coal received at these docks there is a vessel freight of approx1- 
mately 70 cents a ton or on the average of 7,800,000 tons—approxi- 
mately $514 million a year at the head of the lakes alone. If the coal 
tonnage is lost, this revenue must of necessity be made up by increased 
rates on iron ore and grain moving down the lakes. 

The importance, if not vital necessity of these docks has been 
demonstrated many times during the past several years. This situ- 
ation has been recognized by the Federal Government, by the United 
States Army engineers, and by the Interstate Commerce Commission 
from time to time, especially during war emergencies. 

During World War II, I was the lake adviser for the Solid Fuels 
Administration and was a member of the Solid Fuels Advisory War 
Council. The War Council and the Fuel Administration recognized 
the fact that this northwest territory could not live during the severe 
northern winters without coal from these docks during periods of ex- 
treme weather, viz, blizzards in the winter and floods in the spring. 

Additionally when there were mine stoppages due to strikes in the 
East, this northwest territory looked to the docks for their only de- 
pendable supply of fuel, which, incidentally, has never failed. But 
it must be understood that the industry cannot survive as a standby to 
serve the community in times of emergency. It must have continu- 
ing year-around business if it is to survive. This industry is now 
threatened with extinction. ; 

I thank God that we have in Canada a friendly neighbor to the 
north. All of us in our section of the country have friends and asso- 
ciates in Canada. I am impressed with the fact that the unarmed 
Canadian border which has existed for more than a century, should 
be an example to the peace-loving world of how neighboring states 
can live in peace and tranquillity. 


17633—i54 6 











76 AMENDMENT TO NATURAL GAS ACT 

It has been said that enlightened self-interest is a proper premise 
on which any individual may operate, and this must then apply 
equally to governments as well. Our Canadian friends recognize 
this. 

I am submitting another exhibit which is a copy of the Canadian 
Government’s so-called freight rate subvention regulation designed 
to foster and encourage the development of Saskatchewan coal to 
enable it to compete with American coal. 

Additionally the Canadian Government imposes an import duty 
of 50 cents a ton on American coal. The industry I represent is not 
here to ask for subsidies or preferential treatment but it is asking 
for protection from its own people against the threat of certain extinc- 
tion and the terrible impact on this Northwest Territory that would 
ensue if we freely permit the importation of foreign natural gas. 

We think that certainly we are living on most friendly terms and 
we do business with Canada and from our standpoint many of our 
companies operate in Canada, but we do think we are entitled to a 
little self-protection from our own people. 

I am also attaching copy of a resolution by Coal Dock Workers’ 
Union No. 1348 of Superior. An identical resolution was passed 
by Coal Dock Workers’ Union No. 1328 of Duluth, Minn. Also 
copies of letters written by Mr. Matt Anttila, port agent, Seafarers 
International Union, and secretary of the Maritime Trades Council 
at Duluth, Minn. 

I believe this bill is a meritorious measure and should have your 
favorable consideration. 

Mr. Chairman, may I have these exhibits attached to my statement 
made a part of the record ? 

Senator Purret,. Without objection, they will be inserted except, 
of course, for the matter of the subvention regulations with respect to 
Canada which have already been made part of the record. 

(Documents referred to are as follows :) 


Coal docks and briquetting plants of the head of Lake Superior—Economic 
erhibit on annual basis 


i a a ae sthhiesliactla eR i $1, 998, 792. 83 


Average number of employees _-.--_________________ cA aa 548 
I ere detest igen araieapeiabianenbel aAetoaes eases ea eam $558, 714. 54 
Capital investment Iai iis eo ot cece pus inn vest aor ag 
PUPSRRORD CIION, TOWER, OIC.) one hen $737, 944. 03 


Receipts of coal at Duluth-Superior Harbor for 10-year period 1944-58 


Year Bituminous | Anthracite Total 
1944 9, 362, 593 579, 828 9, 942, 421 
1945 8, 143, 240 765, 543 8, 908, 783 
1946 9, 459, 430 639, 900 10, 099, 330 
1947 9, 239, 719 446, 605 9, 686, 324 
1948 9, 308, 039 538, 992 | 9, 847, 031 
1949 4, 660, 489 271, 854 4, 932, 343 
1950 7, 994, 319 297, 814 | 8, 292, 133 
1951. 5 156, 917 5, 877, 194 
1952... 226, 956 5, 442, 401 
1953_... rare 81, 678 4, 802, 355 





NoTE.—A verage total received during the past 10 years, 7,783,031. 


Source: Corps of Engineers, United States Army 
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RESOLUTION IN Support OF Hunt Biiut (8S. 1287) Now PENpING BEFORE THE 
SENATE OF THE UNITED STATES OF AMERICA IN CONGRESS ASSEMBLED 


“Whereas hundreds of American men and women, including about 400 dock 
workers at the head of the Great Lakes, are employed by the coal industry in 
the upper Midwest region ; and 

“Whereas coal movements at the head of the Great Lakes have provided the 
fuel necessary for industrial growth and home heating in the upper Midwest 
area for many years; and 

“Whereas the continuing stability of the coal industry and employment of 
coal workers is threatened by requested importation of gas from Canada and 
other foreign countries into the United States; and 

“Whereas it is not consistent with the public intrest to authorize the impor- 
tation of foreign gas where such importation will result in the loss of jobs 
to the American workingman, economic dislocation and the drying up of upper 
Midwest coal movements that in the past have furnished fuel for industrial 
production and home heating requirements in time of war as well as in time of 
peace ; and 

“Whereas the above-mentioned Hunt bill now pending before the Senate of 
the United States seeks to establish reasonable standards for controlling the 
importation of foreign gas: Now, therefore, be it 

“Resolved, That the officers of Coal Dock Workers’ Local No. 1343 transmit 
this resolution, unanimously approved by the workers, to the members of the 
Senate of the United States and urge their adoption of the Hunt bill providing 
for the control of importation of foreign gas into the United States so as not 
to authorize such movement in any case where that importation will result in 
economic dislocation, unemployment of coal workers or undue injury to the 
coal industry of the United States.” 


CERTIFICATE 


Se ey eee ees , do hereby certify that I am secretary of Coal Dock 
Workers’ Local No. 1348, and that at a regular meeting of the members of 
ee ree ee OW oa nee , 1954, the foregoing resolution was passed 
by unanimous vote of the members. 

SPOONS 656d gf ULES WELLES Uk. Cs cecil ae tila ala ade ald ea 
Secretary, Coal Dock Workers’ Local No. 1348. 
Superior, Wis. 


THE MARITIME TRADES COUNCIL, 
Duluth, Minn., May 6, 1954. 
The Honorable G. W. PurRTELL, 
Chairman, Subcommittee No. 6 on Business and Consumer Interests, 
Senate Office Building, Washington, D.C. 

DEAR SENATOR: Enclosed you will find copies of letters sent to the Duluth 
Federated Trades and Labor Assembly and the Superior Federation of Labor, 
together with copies of the Stringfellow amendment (H. R. 4227) Hunt amend- 
ment (S. 1287) to the Natural Gas Act. 

Copies of letters to the Senators and Congressmen from this area are also 
enclosed. These letters also carried copies of the amendments so as to clarify 
them of our position. 

Trusting that your committee will sympathize in the plight of our affiliates 
and act accordingly, I remain 

Very truly yours, 
Matt A. ANTTILA, 
Secretary-Treasurer. 


DutuTH, MINN., February 10, 1954. 
DuLUTH FEDERATED TRADES AND LABOR ASSEMBLY, 
Labor Temple, Duluth, Minn. 

FENTLEMEN: One of the oldest industries at the Head of the Lakes is rapidly 
becoming a thing of the past and it is incredible to see how this is being done, 
at the expense of local industry and wage earner. 

For years the coal industry at the Head of the Lakes has been battling stiff 
competition from the fuel oil and natural gas industries. Today the coal indus- 
try here at the Head of the Lakes is faced with a new and dangerous threat 
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which not only threatens to do away with the industry itself but thousands of 
jobs but also threatens to do away with all other competition as well. This is 
the importation of natural gas from foreign countries into the United States. 

We, of the maritime trades have been in a position to witness what this 
foreign competition can do to our own industries and jobs so therefore realize 
the graveness of the struggle that the coal industry is faced with as well as the 
people that make their livelihood from that industry. Therefore, they do not 
hesitate to support the request of the coal dock unions when they asked us to 
join with them in their effort to get the Natural Gas Act amended so that it 
would restrict the importation of natural gas from foreign countries. 

We join with the coal dock workers union in urging your body to support this 
legislation and urge that you contact the Senctors and Congressmen and urge 
them to support this legislation. 

Thanking you in advance for whatever cooperation you may render, I remain, 

Fraternally yours, 
MattT A. AnTTILA, Secretary. 

Senator Purrett. Thank you very much, Mr. Maher. 

Mr. Mauer. Thank, you, Mr. Chairman. 

Senator Purreitn. Our next witness is Mr. Martin Burke, executive 
vice president of the Northwestern-Hanna Fuel Co. of Minneapolis, 


Minn. 


STATEMENT OF MARTIN BURKE, JR., EXECUTIVE VICE PRESIDENT, 
NORTHWESTERN-HANNA FUEL CO. 


Mr. Burxr. My name is Martin Burke, Jr. I am executive vice 
president of the Northwestern-Hanna Fuel Co., and I am testifying 
in behalf of our company and for the American Coal Sales Association. 

[ am particularly concerned with the dock industry, Mr. Chairman. 

The Northwestern-Hanna Fuel Co. operates 4 lake docks at Duluth, 
Minn., and Superior, Wis., 3 in Milwaukee, Wis., 1 at Menominee, 
Mich, 2 at Sault Ste. Marie, Mich., as well as 2 river docks and a rail- 
yard in Minneapolis and St. Paul. 

Our company distributes approximately 3 million tons of coal 
annually and this tonnage is sold to utilities, various type industries, 
coal dealers for resale in their communities as well as sales we make 
directly to domestic and commercial users of coal. 

The American Coal Sales Association membership markets in 
excess of 200 million tons of bituminous coal annually, which is in 
excess of 60 percent of the present commercial production of the 
Nation. Our membership is geographically located throughout most 
of the United States. 

I cannot possibly exaggerate how important the provisions of the 
Hunt bill are as a protection for our markets against the importation 
of foreign gas. The very existence of the dock coal industry is at 
stake. Foreign gas must be prohibited from entering our market. 

All of you, I am sure, are aware that the coal docks in Minnesota, 
Wisconsin, and upper Michigan were the coal mines of the Northwest 
during the last World War, and it was mainly due to these dock oper- 
ations that the industrial and utility companies were able to operate 
as consistently as they did. Since 1946, 7 large docks have shut down 
at Duluth-Superior, 3 in Milwaukee, 1 at Green Bay, 1 at Marinette 
as well as a number of smaller docks in that area due to loss of busi- 
ness due primarily to greater usage of domestic natural gas. 

In the Minneapolis area, three-fourths of the homes are presently 
heated by natural gas and many industrial plants are using this 
precious natural resource for steam generation, an inferior use. 
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Employment in the coal dock industry has been reduced almost 
50 percent in the last 8 years. Tonnages shipped from the docks have 
been reduced approximately 55 percent in this same period—causing 
a tremendous loss in revenue to the railroads in our territory as w ell 
as a sharp decrease in labor demand by companies handling coal for 
resale or for delivery to consumers. 

Senator Purre.tt. You are speaking now of the coal industry / 

Mr. Burke. The dock industry, Mr. Chairman. 

Senator Purrett. To what do you attribute this reduction of 55 
percent on tonnage ¢ 

Mr. Burke. A good share of it has been uncertainty, of the losses 
of tonnage to domestic natural gas in our territory. 

Senator Purre.ty. That is something that we are not concerned 
with in this pending legislation. 

Mr. Burke. That is correct, sir. In our industry we have to have 
u substantial volume to operate. Our margin is very low and if the 
tonnage declines it has serious effects on us. 

The coal-dock industry has reached a precarious position now due 
to competition from domestic natural gas and oil. As a result very 
few dock-coal companies are opel ating | at a profit. The importation 
of natural gas from Canada will not be the importation of a necessary 
source of energy unavailable in America, it will only be the importa- 
tion of unemployment to dockworkers, railroad employees, coal 
miners, retail coal merchants, and thousands of other American 
citizens. It will mean the closing of more docks and will eventually 
mean—in not too many years- the death knell of our dock industr y: 

The following facts are the vital reasons that foreign gas should be 
prohibited from entry in our country: 

1. It will displace coal and by doing so will further jeopardize the 
economy of a major United States industry that is presently fighting 
for existence. 

It will create more unemployment in various sections of our 
country as the movement of coal means jobs and revenue to coal 
miners, railroad employees, vessel companies’ employees, dock com- 
panies’ employees, retail coal dealers and their employees, and truck- 
Ing companies’ employees. This in turn will adversely affect the 
prosperity of thousands of local merchants who supply these workers 
*" - the necessities of life. 

. It will not mean lower priced fuel to domestic consumers, com- 
mercial and industrial establishments or utilities in the area 
represented by the dock industry. 

(a) The price of gas is not cheaper than coal at a domestic level 
it is, however, at present more convenient and there is ample natural 
gas for the United States home owner if natural gas produced in our 
country is held for this purpose and for other special purposes as it 
should be—instead of having this vital natural resource of ours 
dissipated in usage under steam boilers. 

(6) The price of gas at a proper value determination for industrial 
and utility usage is higher than the cost of coal and based on present- 
day coal prices, coal can be burned as economically if not more so 
than can gas. 

4. A strong coal industry is most vital to the ie of our country ; 
this was readily proved during World Wars I and II. In the event 
of other national emergencies, only American industries can be con- 
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trolled by our Government and we cannot depend on foreign fuel— 
either gas, oil or coal. 

We have a most difficult problem to maintain a dock industry 
to take care of the solid fuel needs of the Northwest, due to an over- 
supply of coal caused by competition from domestic natural gas and 
domestic fuel oils. We should be protected by our Government from 
further competition from foreign sources. 

The Canadians are our friends and we would do well to take a num- 
ber of lessons from them—the Canadian Government protects its 
industries, has sound tariffs and aids industries that need economic 
assistance. 

We are not asking for subsidies from our Government but we are 
asking and urgently require cooperation that will enable us to survive. 
The coal dock industry cannot stand more competition—our declining 
tonnage figures readily show the seriousness of our plight—foreign 
natural gas must be prohibited from entering our market. 

The dock industry must have volume to justify its existence as 
it is an extremely low margin business. We cannot operate docks on a 
winter period basis—we must bring in the coals we handle during our 
navigation season of May to November. Employees cannot be 
employed on a part-time basis; our employees require job security 
just as everyone does, 

7. For those of you not familiar with the sale of natural gas, the 
gas companies operate approximately as follows: To justify the con- 
struction of a pipeline, they require volume and they ‘contract with 
industries for a base load; a good share if not all of this base load is 
sold at or below cost. This base load is the volume of gas that must 
be burned under steam boilers when there is insufficient or no heating 
demand from domestic and commercial customers. The industrial 
gas is not sold to insure an investment return; it is priced to keep 
out coal or oil regardless of the cost of these two fuels. 

As the heating ‘load commences and reaches its peak in midwinter, 
the industries using gas are cut back in volume and end up with no 
gas during the colder months—then coal and oil are asked to fill the 
void. 

The greater the volume of gas that there is available, the less coal 
tonnage is required, and as this tonns uge continues to decline, prices 
will have to continually be inc reased to the domestic and commercial 
accounts and this will mean a serious economic penalty to many 
American citizens. You can be sure that this definitely will happen 
in an increasing tempo each year if foreign gas is made available. 
This will continue until not enough coal tonnage remains to justify 
a dock industry. Where many citizens in the smaller communities 
will obtain their supply of fuel in the Northwest will then become a 
problem of our Government. 

We are confident that neither the coal nor oil industry shipping 
these products directly from their source of supply can take care of 
the fuel demands of the Northwest territory. Shipment of coal from 
the docks can be made to most locations served by the docks in 1 to 
3 days. Shipments from the mines take from 1 to 2 weeks to reach 
this area. 

The importation of foreign gas will materially weaken the back- 
bone of our Nation, which is coal. T urge you most sincerely to pro- 
hibit the importation of foreign gas as the importation of this fuel 
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which is not needed will materially weaken, if not ruin the coal indus- 
try of the Northwest. 

‘Senator Purrety. I can understand what you have said that your 
problem is not primarily the importation of gas from the outside, but 
rather the piping of it up into your territory now from domestic fields ; 
is that right? 

Mr. Burke. That is right. 

Senator Purreti. Do you have any questions, Senator Hunt? 

Senator Hunv. It is interesting how far-reaching ill effects, derog- 
atory eifects the importation of gas from Canada can have in valua- 
tions and to some extent in population, because you will lose some of 
the workers in your coal industry and I think it will have some effect 
to decrease the total overall business. 

Mr. Burke. Definitely. 

Senator Purret.. Thank you again, Mr. Burke. 

Our next witness is Mr. Wesley E. Keller, vice president of the 
Truax-Traer Coal Co. of Minot, N. Dak. 


STATEMENT OF W. E. KELLER, VICE PRESIDENT, TRUAX-TRAER 
COAL CO., MINOT, N. DAK. 


Mr. Ketier. My name is W. E. Keller. I am a vice president of 
the Truax-Traer Coal Co., with offices at Minot, N. Dak. Our com- 
pany operates four lignite strip mines in North Dakota. During the 
year ending April 30, 1954, our company sold 1,445,533 tons of lignite, 
of which 316,292 tons were sold to retailers for resale, and 1,129,240 
tons were sold direct to powerplants, industries and State institu- 
tions as industrial fuel with a total revenue of $3,299,552. Our an- 
nual payroll is $1,152,000. 

The Hunt bill (S. 1287) in our opinion, is much needed legislation 
for the protection of domestic industry against foreign natural gas. 
As a matter of fact, unless this bill is passed in the near future, the 
inadequate provisions of the present Natural Gas Act can, and prob- 
ably will permit serious damage, if not total destruction, of the lignite 
industry in North Dakota. 

Canadian interests are now vigorously trying to find ways and 
means of exporting Canadian gas into the United States via Emer- 
son, Manitoba. 

In addition, the Northern Natural Gas Co. of Omaho, Nebr., has 
an application on file with the Federal Power Commission for a cer- 
tificate of convenience and necessity to construct a pipeline to trans- 
mit Canadian gas from Emerson, Manitoba to Minneapolis and St. 
Paul through the Red River Valley. 

If Canadian gas is allowed to be imported via the route named, it 
could, and probably will, displace approximately 1 million tons of 
North Dakota lignite annually. Appendix A, attached to my state- 
ment, confirms that tonnage and also shows that for my company 
alone 531,630 tons are threatened, on which our revenue is approxi- 
mately $114 millions per year. The loss of 510,536 tons of our indus- 
trial tonnage shown on appendix A is nearly 50 percent of our total 
industrial business. That loss would necessitate the closing of at 
least two of our mines, unemployment, lost payrolls, and buying 
power for hundreds of our employees and their dependents. 
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There are a few salient points that I want to bring to your atten- 
tion that I think are important in the final evaluation of the merits 
of the Hunt bill insofar as the North Dakota lignite is concerned. 

At the present time Canadian gas is a serious threat to us because 
the Northern National Gas Co. of Omaha, Nebr., has an application 
pe nding to bring this through the Red River Valle *y into the Twin 
Cities, and if that happens it will be a serious blow to the lignite indus- 
try and will probably displace about one-third of the State’s produc- 
tion of 3 million tons of coal. When you take one-third of the State’s 
production away you pretty nearly ruin the industry. We feel very 
definitely that several of the mines will be closed if that eventuality 
happens. 

In the Fargo, N. Dak., paper there was an article about the proposed 
pipeline, and I think this isin point. Thisstates: 

The status of exporting Alberta gas has not been decided, according to avail- 
able information from Canada, but Northern Natural’s brief says, “Within the 
last few months, most of the obstacles to the export of Canadian gas from 
Alberta have been overcome and Alberta officials have already stated there are 
3.3 trillion cubie feet of gas available for export from Alberta to go eastward.” 

It added that a final decision was expected in a few weeks. 

Now, that means that if the Canadian gas can be exported into 
the United States and of course 3.3 trillion cubic feet could just com- 
plete ‘ly demoralize not only the lignite industry of North Dakota but 
the dock industr y atthe head of the lakes as well. 

We are a small segment of the industry, but it is important to North 
Dakota and as a matter of fact until oi] and gas were discovered in 
North Dakota the lignite was the second largest, next to agriculture. 
So that we were and still are important. 

The State employs a total of about 600 men engaged in the mining 
of lignite. That does not include the hundreds of men in railroad 
work transporting that coal, in the retail markets, in the boilerrooms, 
and so forth. 

For the total tonnage of 946,695 tons threatened with displacement 
the gross loss in revenue to the lignite producers involved would be 
$2,167,931.55, based on an average realization of $2.29 per ton. That, 
gentlemen, while being a small sum compared with the figures with 
which you usually deal, is a sizable figure to us, and represents the 
difference between survival or extinction for many of us. 

In our area $5 million is a lot of money. I realize it is not much 
as compared to the figures you deal with down here. To us it is a 
lot of money. 

\nother important point that I think the committee might be inter- 
ested in is 

Senator Purreiy. Pardon me for interrupting you at this point, 
but I wanted to get one of these figures straight. 

How many people did : you say this would affect ? 

Mr. Keuirr. About 2,500 people, workers and their dependents. 

Senator Purrety. You are not showing the same reduction in work- 
ing force as the others are. 

Mr. Keizer. No, our production per day is greater because most 
of our mines are strip mines. 

Senator Purret,. Strip mines are not affected as much, mostly 
because of the fact of their geographical location. 
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Mr. Ketter. We do not have gas competition as yet in North 
Dakota. This is a potential threat and a very real threat. 

The average age of the men employed in our mines is 42 years. 
From inquiry among other lignite producers, I am convinced that this 
is typical. Therefore, more than half of the miners in our State are 
from 42 to 65 years of age. Many of these men are too young for 
retirement benefits and too old to qualify for a 20-year pension plan 
with another employer, even if they could readjust themselves to a 
different type of employment, if it Were available and employers will- 
ing to employ men over 42 years old. There is no need for me to go 
into details as to the extreme difficulty of a man over 42 years old 
finding new employment. Furthermore, if these men are forced to 
seek new employment, they will lose substantial welfare benefits 
earned over a long period of years. Their remaining years of pro- 
ductive labor would be insufficient to build up adequ: ite retirement 
or pension benefits in any new employment obtained. 

When you take 300 or 400 of those men out in North Dakota try- 
ing to find a new job, it is a serious economic problem and you create 
a serious problem in our area 

If Canadian gas throws these men out of employment in the mines, 
many of them may, and probably will become applicants for unem- 
ployment compensation and subsistence relief. aoe men do not 
want relief or charity. They simply ask that they be permitted to 
continue to support themselves and their dependents through the 
mining of lignite, without fear of unemployment and destitution 
because this Congress and the Federal Power Commission ignore 
their welfare and are willing to give preference to a foreign product. 

Because of the substantial volume of known natural gas reserves 
in Alberta, Canadian gas could undoubtedly be sold on a firm basis 
throughout the year if allowed to enter the United States. 

In addition to those directly engaged in the production of lignite, 
there are thousands of other ‘workers en; gaged in the transportation 
and retail distribution of lignite. 

The average freight rate on lignite from North Dakota mines to 
the points shown on appendix A is approximately $2.25 per ton. 
Therefore, the dollar value of the loss of about 1 million tons of 
revenue freight to the railroads is about equal to the feared monetary 
loss to lignite producers. 

In addition, retailers at the points shown, and at other towns along 
the proposed route of the pipeline would undoubtedly suffer from 
conversions from lignite to Canadian gas for space heating in homes, 
schools, and small industries, business blocks, et cetera. 

Consequently, the total monetary loss in our domestic economy due 
to the displacement of North Dakota lignite by Canadian gas at points 
in North Dakota and Minnesota would be approximately $5 million 
annually. 

The displacement of approximately 1 million tons of North Dakota 
lignite annually is more than one- third of the total lignite produced 
in our State, and that loss could easily wreck the industry with serious 
economic losses to— 

(1) Lignite producers with substantial investments in lignite 
deposits and mining facilities: and 
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(2) several thousand employees engaged in the production, 
transportation, retail distributions and operation of space heating 
and electric powerplants, plus their dependents; and 

(3) local, State and Federal Governments in reduced tax re- 
ceipts for real and personal property and net income; and 

(4) State school land department and Federal Government in 
discontinued royalty payments on lignite tonnage; and 

(5) discontinued royalty payments to private individuals for 
privilege of removing lignite deposits ; 

(6) economic losses to retail merchants and other local business 
enterprises due to reduced payroll from lignite and transportation 
industries. , 

According to the last published report of the North Dakota State 
coal mine inspector for the year ending June 30, 1953, there are 83 
licensed active mines in North Dakota, which produced a total of 
2,911,552 tons, with a valuation at the mine of $6 800,900.88. This 
was a decrease in valuation at the mine of $1,073,811.32 under the 
valuation the previous year. The 83 active mines senphoned a total 
of 600 men, not including office and sales personnel. Consequently, 
about 2,500 people in North Dakota who are employed in the produc- 
tion and sale of lignite, and their dependents, are vitally concerned 
that no foreign product be allowed to destroy their livelihood. 

Coal producers, retailers, and railroad industries, as well as the em- 
ployees dependent thereon in this area have been subjected to serious 
economic stresses and strains during recent years because of the grow- 
ing use of alternate fuels such as domestic natural and bottled gas, 
and domestic and imported fuel oils. Shutdowns, reduced production, 
and consequent unemployment have been growing, and represent a 
serious problem for those interested in the future welfare of our State. 

This condition should not be aggravated by introducing unneeded 
foreign natural gas into the Red River V alley in face of the fact that 
domestic sources can fulfill all fuel requirements without dependence 
upon foreign importations. 

The discovery of oil and natural gas in the Williston Basin of North 
Dakota already presents serious competitive problems to the lignite 
industry of North Dakota, and we feel that it would be highly im- 
yrovident and unfair to allow foreign natural gas to add to the prob- 
iene of those in the lignite industry who are endeavor ing to perpetuate 
employment and livelihood to thousands of the citizens of our area. 

You gentlemen are undoubtedly aware that S. 1287 simply seeks 
to give the Federal Power Commission authority to consider public 
interest as to whether the importation of ni atural gas would result in 
economic dislocation, unemployment, or injury to any segment of com- 
peting fuel or transportation industries in the United States. 

The proposed measure does not make it mandatory upon the Federal 
Power Commission to deny an application because of possible economic 
dislocation, et cetera, but it does give the Commission needed authority 
to consider the effect of such importation, and to deny application 
where such importation of foreign natural gas would seem inconsistent 
with public interest. 

The passage of S. 1287 would afford the lignite industry the oppor- 
tunity of presenting to the Federal Power Commission data which 
might convince them that the application to import and distribute 
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Canadian gas in the Red River Valley of Minnesota and North Dakota 
would not be in the best public interest, and would cause serious 
economic dislocation, unemployment, and injury to the fuel and trans- 
portation industries of the United States. 

Other applications are pending before the Federal Power Commis- 
sion to permit the use of foreign gas in other parts of the United 
States, which, if granted, could undoubtedly be equally disastrous 
to the domestic economy of our country. 

The United States Geological Survey estimate of 351 billion tons 
of lignite in North Dakota is 75 percent of the Nation’s lignite reserves 
and 15 percent of the entire coal resources of the United States. 

There is enough fuel to last the entire country for several hundred 
years, and with that amount of energy stored in our State it seems 
highly improvident to allow a foreign product to come in and dis- 
place our economy, labor, and investment and general welfare of the 
State as a whole. 

We lease quite a bit of property from the State school land, and 
that is a substantial item in the operation of our schools in North 
Dakota. 

Senator Purrert. Can you give us some idea as to what the 
amount is ? 

Mr. Ketier. No, but I can develop that and send it to you. 

(The following letter was subsequently received from Mr. Keller :) 

TRUAX-TRAER COAL Co., 


Minot, N. Dak., May 24, 1954. 
Re Hunt bill, 8. 1287. 
Hon. W. A. PURTELL, 
Senate Office Building, Washington, D.C. 

Deak SENATOR: At the hearing on the Hunt bill (S. 1287), you requested 
additional information concerning the amount of royalties we pay to school 
departments for the extraction of lignite. 

Our company has only one such lease to the board of university and school 
lands for a 20-year period which began January 1, 1945. Payments to date have 
been made at a rate of $5,000 per year, until we have paid a total of $50,000 by 
January 1, 1955. The succeeding 10 years will be at a rate of $10,000 until the 
total payments for the life of the lease will amount to $150,000, or 10 cents per 
ton extracted. 

I think that you will agree that this is a substantial additional revenue to 
the board of school lands departments, which would probably be eliminated if 
lignite is displaced by Canadian gas. 

We have the option of cancelling this lease on due notice. 

Respectfully yours, 
W. E. Ketter, Vice President. 

Senator Purret,. You mentioned it here and I was wondering 
about it. 

Mr. Ketirr. It isa reasonably substantial item. 

We also extract lignite on a royalty basis and pay for that too. 

There are two beneficiaries, the State school land department as well 
as private owners who benefit from the mining of lignite on royalty 
payments. 

Senator Purret.. I think the impact on your State school depart- 
ments might be helpful to have here. 

Senator Hunt. Yes, because in my own State we get a 10 percent 
royalty from coal, and that is a very substantial amount. It goes to 
our common school fund, to our university and the building of second- 
ary highways. 
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Mr. Ketter. ae goes entirely into the school revenue. 

Senator Hunv. I think it would be very informative if you could 
give us the teat of school-land leases, the amount of your produc- 
tion of school lands and the royalty paid. 

Senator Purrets. And the relation of that to your total school 
costs. 

Mr. Keuuer. Yes, sir. 

Senator Hunt. In the schools of Minnesota they have rolled up a 
terrific reserve from the royalty in the iron ore mines. 

Mr. Ketter. I will be happy to supply that information. 

Senator Purreiy. If it is not too inconvenient we would like to 
have it for the record. 

Mr. Ketier. With the abundance of lignite in North Dakota, it 
would seem altogether altruistic and inconsiderate of our own national 
welfare to ignore and discourage the development of our own natural 
resources with unavoidable damage to labor and industry in the United 
States. 

There is sufficient energy in North Dakota lignite to satisfy the 
fuel requirements of the entire Nation for hundreds of years. 

Should we then permit a foreign product to invade our market, 
retard the normal development of our own natural resources and at 
the same time throw thousands of our citizens out of employment and 
a means of a decent livelihood? How far must we go on this good- 
neighbor policy / 

[ am sure that you gentlemen will agree that the present Natural 
Gas Act is lacking in proper protection of our domestic economy when 
it fails to provide that the Federal Power Commission should give 
consideration to public interest as to whether the importation of 
natural gas might result in economic disaster to a large segment of our 
industry and labor. 

Accordingly, I earnestly hope that you gentlemen will unanimously 
approve S. ‘1287, and also employ your important influence upon the 
balance of the Senate Committee on Interstate and Foreign Com- 
merce, and upon other Senators to assure its passage by the Senate 
as a body at this session of Congress. 

If I may, I have been asked by the Minot Chamber of Commerce 
to submit their statement of views on this bill, and also the city of 
Minot, and in addition to that I have an exhibit which I have labeled 
“Appendix A,” which I would like to submit if I may, Mr. Chairman. 

Senator Purreiy. All three of those documents shall become a part 
of the record at this point. 

(Letter, Chamber of Commerce, city of Minot and appendix A to 
Mr. Keller’s statement are as follows:) 
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ApPENDIx A.—Annual lignite tonnage threatened with displacement by Canadian 
natural gas at points on, or reasonably adjacent to, proposed route of pipeline 
from Emerson, Manitoba, to Minneapolis and St. Paul, Minn. 


[In tons] 


lruax-Traer Approximate 


sales exclu- Pruax-Traer lignite sales Total for 
sively dealer sales by other towns 
; producers 
Grafton, N. Dak 760 12, 810 
Grafton State school 2, 585 9, 465 
Grand Forks, N. Dak 7.044 268. 863 
Northern States Power Co 102. 564 
Minnkota Power Co-op 62. 500 62, 500 
Armour & Co 9, 953 
Rogers Bros. Food Products . i 2. 221 
Russel] Miller Milling Co-- ; 966 
Bridgeman Creameries 5, 600 
University of North Dakota 15. 515 
East Grand Forks, Minn 2, 970 14, 678 
American Crystal Sugar Co 39, 260 
Potato Products Corp 2, 339 
Valley Creamery Co 109 
Crookston, Minn 450 99, 988 
American Crystal] Sugar Co 40, 000 
Otter Tail Power C¢ 56. 711 
Northwest school and experiment station 2, 827 
Fargo, N. Dak 7, 750 204, 846 
Armour & Co 3 921 
Manchester Biscuit Co . 175 
Northern States Power Co 175, 000 
Veterans’ hospital 6, 200 
Agricultural college 14, 800 . 
West Fargo, N. Dak _-- 950 21, 037 
Armour & Co_. : 20. 087 | 
Moorhead, Minn ; 7 | 50 95, 649 
City Light & Power Co 50. 000 
American Crystal Sugar Co 37, 099 
Fairmont Foods 5, 000 
Concordia College 3, 500 | 
Wahpeton, N. Dak | 30 115, 265 
Otter Tail Power Co 109. 499 
Indian school 2, 736 
School of science ; } . 3, 000 
Fergus Falls, Minn 920 | 80, 920 
Otter Tail Power Co- a. 80, 000 | 
Alexandria, Minn. Ls ‘aceite 170 |.. | 2, 639 
Board of public works. _ - | 2, 469 | 
| 
TOG. 2 wens | 510, 536 | 21, 094 415.065 | 946, 695 


Note.—<Average realization per ton by Truax-Traer Coal Co.: $2.29 on 531,630 tons equals $1,217,432.70. 
Assuming same realization for all lignite producers, total gross revenue loss would be $2,167,931.55. 


Ciry oF MINOT, 
Minot, N. Dak., May 10, 1954. 
Subject : Hunt Bill (S. 1287) and H. R. 4227. 
Senator W. A. PURTELL, 
Chairman, Subcommittee on Business and Consumer Interests, 
Washington, D. C. 


DEAR Mr. CHAIRMAN AND MEMBERS OF THE COMMITTEE: I have been informed 
that hearings have been scheduled by your committee on Hunt bill (S. 1287) 
and House bill 4227 to amend the Natural Gas Act. 

I would like for you to be advised that in view of the oil development in the 
State of North Dakota, particularly with the interest now being developed in 
natural gas, we would heartily endorse this amendment. 

Sincerely, 
R. B. Rippie, City Manager. 





AMENDMENT TO NATURAL GAS ACT 





Minot CHAMBER OF COMMERCE, 
Minot, N. Dak., May 8, 1954. 
Senator W. A. PURTELL, 
Chairman, Subcommitee on Business and Consumer Interest, 
United States Senate Committee on Interstate and Foreign Commerce, 
Washington, D. C. 

DEAR SENATOR PuRTELL: The Minot Chamber of Commerce requests leave to 
have written into the public records of your committee on business and consumer 
interest its support for the passage of Senate Bill 1287. 

This organization of business and professional men and women is interested 
in the development to the fullest extent of the natural resources of this country, 
and particularly are we concerned at this time by the threat of importation of 
foreign natural gas into this area that would greatly affect the economic 
development of this State. 

The members of your committee are urged to give full and unqualified 
support to the passage of Senate bill 1287 as it is written, to make possible the 
proper control of imports and exports where the economy can be affected. 

Your cooperation in this matter will be greatly appreciated. 

Respectfully submitted. 

R. P. KRressBpacH, President. 

Senator Purre.tit. Have you any further questions, Senator Hunt ? 

Senator Hunt. No, Mr. Chairman. 

Senator Purrett. Thank you very much. 

The next witness is Mr. W. A. Porter, vice president, Dakota 
Collieries Co. of Minneapolis, Minn. 


STATEMENT OF W. A. PORTER, VICE PRESIDENT, DAKOTA 
COLLIERIES, MINNEAPOLIS, MINN. 


Mr. Porrer. My name is W. A. Porter. I am vice president of 
Dakota Collieries Co., a North Dakota corporation operating a lignite 
coal strip mine in Western North Dakota. Our company main office 
is located in Minneapolis, Minn., where I also maintain my residence. 

Lignite was not brought out too much in this hearing until Mr. 
Keller testified. We have not as yet run into gas competition, but 
we are concerned with the spur line down to Emerson, Manitoba. 

The Dakota Collieries Co. is engaged exclusively in the mining, 
shipping and selling of North Dakota lignite coal. The firm has been 
continuously in business for a period of 32 years. Our average annual 
tonnage is approximately 300,000 tons with a sales value of approxi- 
mately $700,000. 

We employ from 45 to 50 North Dakota residents, which means 
that the number of people dependent on our company approximates 
225. This comprises a good share of the residents of two small com- 
munities in western North Dakota. 

Our average annual payroll exceeds $250,000. We service a market 
consisting of all of North Dakota, western Minnesota, and north and 
central South Dakota, where we sell direct to power generation plants, 
industrial and state institutions, creameries, railroads and retail coal 
dealers. We have an investment in our property of approximately 
SSOOLO00, 

From the foregoing information you can readily see our extreme 
interest. in the Hunt bill S. 1287, which in our opinion, is legislation 
needed urgently for the protection of our domestic industry against 
foreign natural gas. While there are many threats to domestic 
industry from this source, the particular threat to our own company 
is in the present proposed Trans-Canada gas pipeline extending across 
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nearly all of the Dominion of Canada with a proposed spur line to 
enter the United States at Emerson, Manitoba. 

It is proposed, and there is an application on file with the Federal 
Power Commission by the Northern Natural Gas Co. of Omaha, 
Nebr., for a certificate of convenience and necessity to run a line to 
carry Canadian natural gas from Emerson, Manitoba, through the 
Red River Valley of Minnesota and North Dakota to the Twin C ity 
area of St. Paul and Minneapolis. 

Of the approximately 300,000 tons shipped by our company each 
year, roughly 230,000 tons of this amount R. shipped to industrial 
and domestic users in and around Fargo, N. Dak., and Moorhead, 
Minn. 

You can readily see that this is approximately 75 percent of our 
total output. If Canadian gas is allowed to be imported through 
the Red River Valley of North Dakota and Minnesota, it undoubted- 
ly would replace nearly the total amount of tonnage shipped by us 
to these points, which would, of necessity, force us to close our mine, 
causing unemployment, economic ruin to our company with the resul- 
tant loss of revenue to the residents of North Dakota through taxes, 
payroll, and purchases made by us. 

It might occur to you that if these customers were lost, perhaps 
the market might be expanded by finding other customers in other 
communities. Unfortunately, lignite coal has a low B. t. u. value and 
a high moisture content and the markets in sparsely populated States, 
such as the Dakotas and western Minnesota, are largely dictated by 
freight rates. Therefore, until new industries move into the area, 
it is impossible to find new customers to replace those that we would 
probably lose to Canadian natural gas, 

For many years the economy of several smaller communities in 
western North Dakota has been dependent on the lignite industry for 
employment and income to its residents. In checking over the figures 
of our company, we find that the average age of our employees i is 
43 years. The great majority of these employes has been with our 
company for from 12 to 25 years. Men who have been working for 
this length of time in an industry such as ours, would find it extremely 
difficult to find jobs in other industries where their talents could 
be used effectively. It would mean not only unemployment for 
them but the uprooting of their homes with consequent hardships on 
the men themselves and their dependents. 

Considering not only the direct consequences to employees of our 
company, consideration should be given also to the consequent loss of 
revenue to the railroads who carry our product; the jobs of their 
employees and the loss of business to retailers and dealers who sell our 
product to the ultimate consumer. 

Our industry has been subjected to rather severe competitive condi- 
tions in recent years because of the greatly increased use of fuel oil 
and bottled gas and this condiiton would be made intolerable by the 
introduction “of an unnec essary foreign natural gas into the area. 

It is interesting to note that in “the opinion of many qualified 
natural gas experts, that the Trans-Canada proposed pipeline across 
the Dominion would not be economic ally feasible without the spur 
to Emerson, Manitoba, for export to the United States. In other 
words, if this opinion is true, our domestic fuel producers are being 
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asked to subsidize a Trans-Canada pipeline for our Canadian neigh- 
bors at our own expense. 

The situation might be different if the cost of our product to the 
consumer, both domestic and industrial, were out of line with other 
competing fuels. However, it is a well known fact that lignite coal 
has consistently, over the years, been the cheapest fuel available for 
heating and power generation. There might be some justification 
for the importation of Canadian natural gas if prices charged our 
customers were exorbitant. However, this is not the case and should 
be considered quite strongly when decision is made on this bill. 

North Dakota has, by all geological survey estimates, enough lig- 
nite reserves to supply the entire fuel requirements of the country for 
hundreds of years. Our own company has reserves which, at the 
present rate of production, would last for at least 30 years and other 
deposits are available nearby. 

It seems very inconsistent to us that these natural resources of ours, 
in our own country, should be left to go to waste so that foreign 
natural gas may be imported into the very area which these reserves 
supply. 

In addition to that fact, it seems to us that there is a real danger 
in encouraging dependence upon foreign sources for fuel. If, after 
this foreign fuel were allowed to displace domestic fuels and our own 
industries were allowed to disintegrate because of unfair foreign 
competition, it would put us in the position of being unable to serve 
our area in an emergency as we have in the past. This seems to us to 
be a potentially dangerous situation insofar as our national defense 
is concerned. 

As you know, the Hunt bill, S. 1287, does not compel the Federal 
Power Commission to deny an application for any particular reason, 
but it does give the Commission needed authority to consider public 
interest as to whether the importation of natural gas would result in 
economic dislocation, unemployment, or injury to any segment of com- 
peting fuel industries in the United States and to deny such applica- 
tion where the importation of the foreign natural gas would be in- 
consistent to the public interest. 

We believe that the present Natural Gas Act is inadequate because 
it does not now allow the Federal Power Commission to arrive at a 
proper decision involving natural gas importations; mainly because 
of the fact that it does not allow the Federal Power Commission to 
weigh the effect on competing domestic fuel industries and because 
it does not allow the Commission to exclude foreign gas even though 
it is conclusively shown that a substantial injury to a domestic fuel 
industry will result because of the importation of that natural gas. 
It seems to us that it is against public interest to encourage unneces- 
sary dependence on a foreign fuel even though domestic fuels are ade- 
quate and even though it might be established that substantial damage 
results to industry and labor in the domestic area affected. Bill S. 
1287 would give the Federal Power Commission that guide. 

[ should like to point out that, in our opinion, the Hunt bill, 
5. 1287, would not in any way affect the Nation’s foreign trade policy 
nor affect our reciprocal trade program. The Canadian Parliament 
has seen fit to pass laws to give the Dominion Government the power 
to exclude imports of natural gas from the United States. 
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In addition to this, the Dominion Coal Board is authorized to ex- 
tend financial assistance in respect to coal mined in Saskatchewan, 
which, of course, is a subsidy to compete with coal that might be ex- 
ported into Canada. 

Therefore, I see no reason why there should be any protest on the 
part of our Canadian neighbors that we, in turn, try to protect our 
own fuel industry. 

With the passage of this bill, we could, as an industry, have an op- 
portunity to present to the Federal Power Commission, evidence 
which might possibly show that it would not be to the best public 
interest to allow the importation of Canadian natural gas. 

To this end, our company, and myself, personally, sincerely request 
that you gentlemen give speedy approval to bill S, 1287 and employ 
the influence at your command to urge its passage by the Senate Com- 
mittee on Interstate and Foreign Commerce and by the Senate, as a 
whole, at an early date during this session of Congress. 

Thank you. 

Our company is very vitally interested, and we hope you will give 
very serious consideration to this bill. 

Senator Purre.y. [assure you it will be given serious consideration. 

Do you have any questions, Senator Hunt ? 

Senator Hunr. I would like to make one comment for the record 
at this point. I think it is very significant that so many interested 
people in this particular matter have come from such great distances 
to testify on this bill. It certainly signifies an interest in this matter. 

Senator Purreiy. It certainly does. 

Thank you, Mr. Porter. 

The next witness is Mr. Fred J. Fredrickson, of the Greater North 
Dakota Association. 


STATEMENT OF FRED J. FREDRICKSON, REPRESENTING GREATER 
NORTH DAKOTA ASSOCIATION AND NORTH DAKOTA STATE 
CHAMBER OF COMMERCE 


Mr. Frepricxson. Mr. Chairman, my name is Fred J. Fredrickson, 
and my home is in Valley City, N. Dak., where I have lived over 40 
years. 

I represent the Greater North Dakota Association and the North 
Dakota State Chamber of Commerce. This organization was formed 
almost 30 years ago for the purpose, among othe rs, of promoting the 
de ‘velopn ent of the State’s natural resources. Its me mbership i is com 
posed of thousands of our citizens prominent in agriculture, business, 
and the professions, and represents a cross section of all segments of 
the population of our State. 

The organization I represent has authorized and directed me to ap- 
pear in support of S. 1287. It is our understanding that this bill 

proposes to amend the Natural Gas Act by spelling out what shall not 
be deemed to be consistent with the public interest in connection with 
the exportation of natural gas from the United States or its importa- 
tion from a foreign country. It is our further understanding that, 
if the amendment were adopted, the Federal Power Commission would 
be authorized and in a position to deny any application if it should 
find that such exportation or importation of natural gas would cause 
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economic dislocation, unemployment, or injury to a competing fuel 
industry in North Dakota or in any other State. 

The amendment, if adopted, would greatly strengthen the provisions 
of the act. It would provide the Commission with discretionary 
power, not a mandate, in dealing with applications involving such 
exportation or importation . natural gas. 

Such authority, we feel, is a needed. protection and safeguard for 
the full development of our own enormous reserves of lignite, oil, and 
natural gas mentioned by Mr. Keller in his presentation. 

It is the belief of the organization I represent that we should work 
for the development and utilization of the natural resources within 
our State for the benefit of all her people. Therefore, it is our posi- 
tion that, when natural-gas pipelines are constructed to serve the Red 
River of the North area, such pipelines should be for the transporta- 
tion of natural gas from our own oil and gas fields. The construction 
of a pipeline primarily for the importation and distribution of Cana- 
dian gas in the Red River area might very well preclude for a long 
time the processing and use of gas from the fields within our own 
state. 

This would adversely affect development of our vast lignite depos- 
its and result in great economic loss and injury to lignite operators, 
miners, and many others dependent upon the mining operations in 
the State. 

Mr. Chairman, I wish in general to associate myself with the state- 
ments of Mr. Keller and join him in requesting your favorable action 
on 8. 1287. 

Thank you for the opportunity of expressing these views. 

Senator Purrett. Have you any comments or questions, Senator 
Hunt ? 

Senator Hunr. No questions, Mr. Chairman. 

Senator Purreitn. Thank you again, Mr. Hendrickson. 

The next witness is Mr. Harold Hanson, executive secretary of the 
Northwestern Retail Coal Dealers Association, Minneapolis, Minn. 


STATEMENT OF HAROLD HANSON, EXECUTIVE SECRETARY, 
NORTHWESTERN RETAIL COAL DEALERS ASSOCIATION, MINNE- 
APOLIS, MINN. 


Mr. Hanson. Mr. Chairman, first of all I want to thank you for 
the privile Ve of being here. 

My name is H: irold Hanson, executive secretar y of the Northwestern 
Retail Coal Dealers Association, 246 Twin City Federal Building, 
Minneapolis, Minn. 

The subject of this hearing has been discussed with my board of 
directors, and I am authorized to speak for the retail coal dealers of 
Minnesota, Lowa, Wisconsin, North Dakota, and South Dakota. Like 
other regional retail coal dealers’ associations, we contribute to the 
support of the American Retail Coal Association, a national organiza- 
tion with headquarters in Chicago. 

Attached to this testimony are the latest copies of dealer lists pub- 
lished for the industry by the Coal Dealer. These lists were started 
50 years ago by I. D. Cuvellier and are published now by his son. 
W.R. Cuvellier. These lists show that there are 
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Number of dealers by States 
Retail coal dealers in— 


Minnesota____ <a e ; pia . 1,417 
Iowa_ aa a ae i a karl at _ 1,698 
TeOTCs TOON. Nk cewnn sai Uidicediectnaaindhcnaminscatalonithtmamaans 867 
South Dakota__-_- Za. NS dice Se cea 706 
Wisconsin ; ete Oe sas abil es 1,376 


All of my time is spent on retail coal dealer wees ms that arise out 
of the pure ‘hase of coal from the producers and the sale of that coal to 
users. Our association employs a traffic expert who works on traffic 
problems and who audits freight bills for our members. This service 
is without cost to a member except for the dues that he pays. Attached 
to this testimony is a compilation of the total number of cars of coal 
shipped by ri ailroad into the towns of 4 States for the year 1953, which 
is the last full year for which we have complete re ports. These figures 
do not represent all the coal used for domestic purposes. This report 
shows only railroad-carried coal, some of which has not been reported. 
They do not show any of the large amount hauled by truck from the 
mines and docks. Adding the carload shipments mi ade to each town 
in these States, the totals are: 


Total cars received by States 


Cars 

Minnesota__- ‘ sistance! 7 _.. 34,720 
Iowa Se eee si nisi eisccceanedareas ahieetaiaace. Sa 
DON is Sh ee eT bia eee 
South Dakota__- te pinnate aaet 10,240 

Distribution of coal 
[By number of towns in each State] 
= Minne North South 

Cars used sota | Dakota | Dekota | Jowa Total 

1 to 10 ' 156 1265 s4 61 427 
10 to 20 168 93 77 87 125 
20 to 30 102 66 49 62 279 
30 to 40 108 sO 30 33 201 
40 to 5O 10) 15 l 24 QS 
50 to 60 30 WW s 10 60 
60 to 70 17 5 § 13 10 
70 to 80 14 q 1 | 7 31 
80 to 90 9 7 2 $ 22 
90 to 100 4 6 0 2 11 
100 to 125 16 s 6 10 40 
125 to 150 7 4 1 1 13 
150 to 200 12 7 1 10 43 
200 to 300 & 7 2 6 23 
300 to 400 j 2 2 l 9 
400 to 500 3 l l l 6 
Over 500 10 4 3 2 19 
Total ‘ ; 1, 747 

Percentage distribution 

Percent 
Sh2 towns teceived.1 to 20 GATS DEP VORP nnn nesters cin 50 
Sau COWS TECOTVER 20 GO OU COTW DOT FOOT oc drei ite de metmeiccewus 2 
251 towns received 50 to 100 cars per year_.--....---_-_.____-_____ 14 
107 towns received 100 to 200 cars per year_.....-.-_---________- 6 
55 towns received more than 200 cars per year__._---.---_-.--.__________ 3 


as eee CI ince cht crew eceantn aa eiptitinene tetanic 100 
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This means that one-half of all the coal goes into very small com- 
munities. Another 41 percent is sold through the slightly larger 
towns (those using up to 100 cars a year). Only 9 percent, or 55 
towns, use any large amount of coal (over 200 cars). It is these 55 
towns, the 9 percent, that the gas pipelines go after. The company— 
the gas company—does not want the 91 percent of the small towns. 
They could not afford to have them. They take a small town only 
when it happens to be in the path of the pipeline, and then only reluc- 
tantly. 

Most of the coal shipped to these small towns goes to the farmer. 
This is a community of farm States. The farmer and the small- 
business men who serve him must depend upon coal. Gas cannot 
be brought to this scattered populat ion. 

Every time gas is extended into a large city these farmers are hurt. 
Experience has shown that their fuel costs increase. These are cold 
States in the winter. This makes a difficult load for gas pipelines. 
The most economic pipeline would be one used only for cooking, heat- 
ing, and hot water. Such a pipeline would be used at capacity, 
summer and winter. 

In northern States, the pipeline must be built large enough to take 
care of every connected home on the coldest day of the year, which 
may go to 40 degrees below zero. This pipeline would be almost idle 
in the summer, with only the cooking demand. So when the pipeline 
came into Minneapolis, a few years ago, it contracted the electric 
utility load and other large industrial loads on a dump-rate basis. 
These dump-rate customers used all of the gas, winter and summer, 
until the homes in that area were connected. 

sy robbing coal of the industrial volume, necessary to produce and 
distribute coal, additional costs were passed on to the domestic coal 
user. Hundreds of retail coal dealers lost their business. Thousands 
of e mploye es lost their jobs, and millions of dollars of increased coal 
costs were passed on to farmers and domestic users. 

These States are just now reaching an economic adjustment from 
the dislocation caused by the gas that was dumped under boilers a 
few years ago. Now when the area is reaching an adjustment, when 
the coal industry has survived by creating new industrial accounts 
that can be served in the summer to balance off its winter business, 
when the price of domestic coal is beginning to be in favorable rela- 
tionship to other fuels, it is proposed to bring in huge quantities of 
foreign gas. It is proposed to endanger these northern States by 
dumping gas to build an uneconomically long pipeline in a foreign 
country going through a sparsely settled wilderness to a small, low- 
priced area that it already adequately supplied and where the winter 
is so severe that a disproportionately large amount of summer dump- 
ing is required. 

We protest the use of our area as a dumping ground for this scheme. 
The dealers, employees, and users, who have survive ed one such adjust- 
ment, cannot survive another. 

I have here a book published of the dealers of the five States that I 
operate in. There are 6,059 retailers. These books show their invest- 
ment in yards and the railroads that they serve. 

In the last year 1,747 towns received 86,571 railway cars of coal. 
That was in 1952, and in 1953 it was about the same except that it was 
about 10 percent off. 
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The amazing thing that this shows is that this Canadian gas will 
affect about 100 towns. The rest of the towns are too widespread to 
receive gas, but those 100 towns will wreck the coal industry as we have 
learned with our experience with United States gas from the Texas 
fields. 

We are not against gas, but we are horribly afraid of the tremendous 
quantities that will come in to take over the power and the industrial 
load. 

We have also learned in Minnesota, where we have less than 1,500 
homes being served by coal out of an entire city, that when they get 
90 percent of the load the price increases rapidly, because to go out 
to the suburban communities there is an increased cost. 

We do not want to become the dumping ground for foreign gas. 

Senator Purreiti. You said the number of towns you serviced were 
what ¢ 

Mr. Hanson. One-thousand-seven-hundred-some. 

Senator Purrretn. You said that the loss of 100 towns would mate- 
rially affect you. 

Hr. Hanson. 852 towns received, or 50 percent of the towns, received 
1 to 20 cars of coal. You cannot go into those towns with gaslines. 
Another 50 percent received less than 100 cars of coal, and so the gas 
pipelines go after those bunches of towns that use 100 or 200 cars of 
coal or over. 

So, there are a great many small farm communities that must de- 
pend upon coal for heat and fuel. 

Senator Purrett. Have you got this broken down also as to con- 
sumption in those towns ? 

Mr. Hanson. Yes,sir. I submitted a list of the towns by each town. 
A great many of these towns receive only one car of coal. 

Senator Purrets. That has already been read into the record by 
you? 

Mr. Hanson. Yes, sir. 

Senator Purreit. I might say, so that we have it clear, that the 
information you have given us is confidential and restricted, that 
which you have in your ‘right hand now. We would rather not have 
it as a part of the oflicial record. 

Do you service the industrials? 

Mr. Hanson. Only the apartment house, the schoolhouse, and the 
courthouse. In a small town the creamery, the courthouse, and those 
small industrials, but not the light plant. 

Senator Purrett. The large ones are attractive to the gas com- 
panies. 

Mr. Hanson. Our experience has shown that in Minneapolis they 
went to the Ford plant and the glass company and the electric utility 
company. 

Senator Purretz. Do you have any questions, Senator Hunt? 

Senator Hunt. You spoke of gas probably going into 100 com- 
munities. That would be where they would be able to make the 
greatest quantity sales ? 

Mr. Hanson. Yes, sir. 

Senator Hunt. That would mean that the coal would be distrib- 
uted among the smaller communities. 

Mr. Hanson. Yes, sir, and my testimony shows that the price goes 
up. 
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Senator Hunr. That is what I was getting at. It would make 
the cost of coal to the rem: ining communities no doubt considerably 
greater than it would have otherwise. 

Mr. Hanson. Very considerably greater. 

Senator Hunr. In other words, you would be penalizing a very 
great percentage of those people who are now serviced by gas by hav- 
ing it made av: ailable to fewer communities. 

Mr. Hanson. Yes, sir. 

Senator Purrets. The larger users or the burden consumers will 
help to meet the burden cost. 

Mr. Hanson. Yes, sir. 

Senator Purren,., Thank you very much. 

Our next witness is Mr. Lester Covey, the national legislative 
representative for the Brotherhood of Railroad Trainmen. 


STATEMENT OF LESTER J. COVEY, STATE LEGISLATIVE REPRE- 
SENTATIVE, BROTHERHOOD OF RAILROAD TRAINMEN, MINNE- 
APOLIS, MINN. 


Mr. Covry. My name is Lester J. Covey, state legislative repre- 
sentative, Brotherhood of Railroad Trainmen, Minneapolis, Minn., 
with headquarters at 743 Lumber Exchange Building, Minneapolis, 
Minn. Iappear here today in support of S. 1287. 

Mr. Chairman, I have been requested to represent several other 
groups, including Mr. Galvin, attorney for the Minnesota railroads. 

I am also secretary-treasurer of the railroad brotherhoods legisla- 
tive board of the State of Minnesota, representing approximately 
15,000 employees who hold their membership in the Order of Rail- 
way Conductors, Brotherhood of Locomotive Engineers, Brotherhood 
of Locomotive Firemen and Enginemen, Brotherhood of Railway 
Trainmen, Brotherhood of Railway Clerks and Brotherhood of 
Maintenance of Way Employees, which members cooperate in mat- 
ters of this kind. 

The railroads have been principally responsible for the establish- 
ment and development of our western country. The settlements were 
made and the townsites grew up where railroad transportation was 
available. 

As most of you know, great changes have taken place in the trans- 
portation industry with the deve ‘lopment of highways and airplanes. 
A great number of lighter commodities and high-paying freight are 
now hauled by truck. A great number of passengers, a great quantity 
of mail and express are now transported by air, and to a large extent 
the heavy and more staple commodities are left to the railroads to 
haul and for them to consequently furnish the employment and to 
meet the payrolls and pay the taxes. 

One of the large items which goes to make up railroad freight 
presently is coal, and while we do not appear here today as attempting 
to interfere with progress or the consequent changes which come with 
the development and changes in modern civ ilization, we do urge the 
passage of this bill so that we and others interested may have an 
opportunity to appear before the Interstate Commerce Commission 
to acquaint them with the full facts as to whether the bringing in of 
natural gas through pipeline from a foreign country would injure 
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a segment of American industry and dislocate great numbers of peo- 
ple presently employed in the transportation industry in Minnesota. 

The railroad industry will have to maintain its facilities, including 
its coal docks, its equipment, and its _— rty for the transportation 
of coal even though the volume may be greatly decreased by the im- 
portation of this foreign gas by pipeline. We have no assurance that 
the service to be supplied by these proposed pipelines will be adequate 
or be continuous, and yet it is proposed to take a great deal of business 
from this important American industry to provide a market for nat- 
ural gas produced in Canada. 

In viewing the volume of business affected, the exhibits produced 
and shown by the coal industry and the amount of coal distributed 
to the local communities in Minnesota, and the information pertain- 
ing thereto being furnished by the retail coal dealers, it would appear 
that if we wish to take the 1952 figures, that there was delivered at 
the Duluth docks 2,884,534 tons of coal for redistribution in Minne- 
sota and to the West. 

There was also delivered to those docks during the same time 640,998 
tons of coal for distribution in Wisconsin, making a total of coal at 
the head of the lakes of 3,525,532 tons. 

In addition to that in 1952, the all-rail shipments into Minnesota 
from Indiana, Illinois, and Kentucky were 394,427 tons. 

During the same year, there were nearly 1 million tons of coal 
received in the State of Minnesota by barge, according to a report 
of the United States engineers. This figure was much over 1 million 
tons in 1953. This means a great portion of the railroad business is 
in the hauling of coal. 

An exhibit prepared by the retail coal people shows that at least 
33,794 carloads of coal were delivered to smalltown stations in the 
State of Minnesota during the year of 1952. Much of the coal received 
by barge is consumed near the river. It is only logical to assume that 
approximately half of this coal was reshipped by rail. 

Of the total coal receipts at the head of the lakes, 825,385 tons were 
for use at Duluth and 134,458 tons at Superior, so that the haul would 
be short on approximately 960,000 tons, and the rate would be slightly 
less than $2 per ton, but the railroad haul on the remainder of the 
coal coming in should be quite long, and if you add the 3,525,000 tons 
plus the approximate half a million tons of all-rail coal as shown in 
the 1952 figures, and the approximate half a million tons more re- 
shipped from the barges, you will have approximately 4,500,000 tons 
of coal coming into Minnesota for reshipment. This would make 
100,000 carloads of 45 tons each, which would make 2,000 trains of 50 
cars each, on which there should be employed a 5-man crew, and if 
the haul is over 150 miles, it would require more than 1 train crew. 

But if only one crew is used, it would mean in payroll to the em- 
ployees in the railroad industry, exclusive of those not employed on 
trains, 10,000 men for at least 80,000 man-hours, and this, believe me, 
gentlemen, is a very conservative statement, and would mean some- 
where in the neighborhood of $150,000, which figure should probably 
be doubled because of the necessity of using more than one crew, and 
which does not take into consideration any of the switching opera- 
tions, any of the clerical or supervisory force, or any of the mainte- 
nance-of-way people, but which all in all could very easily be expanded 
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to, in my opinion, close to a half million dollars in payroll in the State 
of Minnesota alone each year. 

Senator Purren.. What distance are you predicating this on? Is 
it an 8-hour day / 

Mr. Covey. Yes, sir, it is an 8-hour day. That is about 150 miles. 

Senator Purrett. This really doesn’t reflect the number of man- 
hours affected by the shipment because you could not effect delivery. 
It would be in transit for longer than 8 hours. 

Mr. Covey. Yes, sir. This would show what it would mean by the 
coal being eliminated in Minnesota, and would reduce the hours of 
work for our employees. That does not include the switching opera- 
tion at terminals, clerical work, and other forces. 

There is no way of calculating the return to the railroad industry 
and the consequent result in taxation without knowing the length of 
the haul of the coal. But if the railroads received but $2.62 a ton 
for hauling this commodity of 4,500,000 tons, which is the regular car- 
load rate from Duluth to Minneapolis, that would mean $13,790,000. 

Taxes for the railroads in the State of Minnesota are paid on a gross 
earnings basis at the rate of 5 percent of the amount of money col- 
lected, regardlesss of net income, operating expenses, valuation of 
property or other items. 

Five percent of $13,790,000 would mean $689,500 in loss of revenue 
to the State of Minnesota. I am wondering if you gentlemen won't 
take this into consideration in giving us favorable action on this 
proposal. 

It seems to us that the greater portion of the coal business in the 
State of Minnesota will be destroyed unless we have an opportunity 
to acquaint the Interstate Commerce Commission with the seriousness 
of the importation of natural gas by pipeline from Canada and the 
resulting consequence on the economy of the State of Minnesota, the 
railroads and the railroad employees. 

Although I have not discussed the effect the proposed Canadian 
gas pipeline would have on industries other than railroads you could 
very well take into consideration the probable effect it would have on 
many other businesses including the fuel business. 

It appears that the pipeline should not be permitted to come in 
here without taking into consideration the probable “result in 
economic dislocation, unemployment, or injury to any segment of com- 
peting—industries of the United States,” as is proposed in this bill. 

I am here in support of S. 1287 and speak for approximately 3,500 
Brotherhood of Railroad Trainmen members in the State of 
Minnesota. 

I am also appearing on behalf of Harry See, the national legisla- 
tive representative of the Brotherhood of Railroad Trainmen, who is 
out. of the city on brotherhood business and speak for the national 


organization of the brotherhood. I am also authorized by Mr. M. J. 


Galvin, attorney for the Minnesota railroads, to speak on his behalf. 
I am also secretary-treasurer of the Railroad Brotherhoods legis- 
lative board in the State of Minnesota, consisting of O. R. C., B. L. E., 
B. L. F. and E., Brotherhood of Railway Clerks, and Brotherhood 
of M. of W. E. which members cooperate in matters of this kind. 
We feel bringing in natural gas from Canada would injure a part 
of American industry and dislocate great numbers of people presently 
employed in the transportation industry in Minnesota. In 1952, 
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2.884.534 tons of coal were delivered to the Duluth docks for redistri- 
bution in the west. 

In addition, 640,998 tons of coal for distribution in Wisconsin, or 
a total of 3,525,532 tons delivered to the Duluth docks. In addition 
to this there were 394,427 tons (almost half a million tons) of all-rail 
shipments of coal into Minnesota from Indiana, Illinois, and Ken- 
tucky. Besides this, nearly 1 million tons of coal were received in 
Minnesota by barge. (T his figure much over 1 million tons in 1953). 

About half of this was reshipped by rail. 

The above figures of course clearly indicate an immense business of 
hauling coal by the railroads. 

Of the above figures 33,794 carloads were delivered to small stations 
in the State of Minnesota. 

However, let me call your attention to the entire tonnage of coal 
received into Minnesota according to 1952 figures: 3,52! 5,532 tons by 
boat at the Head of the Lakes, over half a million 9% by all-rail, 
and another half a million tons by barge, or a total of 4,500,000 tons 
coming into Minnesota. This would make 100,000 « arloads of 45 
tons each—or 2,000 trains of 50 cars each, on which there should be 
employed a five-man crew. This would require employment of 
10,000 men for at least 80,000 man-hours, who would receive approxi- 
mately $150,000. 

May I call your attention to the fact that this figure is very con- 
servative as it is based on one crew only. I am confident this figure 
would be more than doubled because of necessity of using more than 
one crew in many instances, and besides this figure does not take into 
consideration any of the switching operations, clerical or supervisory 
force, or any of the m: Lintenance of w: ay employes, which, in my opin- 
ion would expand the payroll to close to a half million dollars in the 
State of Minnesota stue gi ach year. 

Now for a moment let us go back to the above figure of 4,500,000 
tons of coal coming into Minnesota each year. If the railroads 
received $2.62 per ton (the rate from Duluth to Minne: apolis), that 
would mean $15,790,000. The 5 percent gross earnings tax for Min- 
nesota on this amount would mean $689,500—which would be a loss 
in revenue to the State. 

Also permit me to call your attention to the fact that I am only 
stressing this case from the view of a railroad employee and what 
this means to us—employment, income, security, and so forth—this 
does not take into consideration all the other contributory factors 
such as employment in the coal industry, the local coal yards, as well 
as the other facilities used in movement of this commodity, nor the 
effect it may have on other States and localities. 

In conclusion I should like you to consider the result of economic 
dislocation, unemployment, and the many other factors I have men- 
tioned, if this pipeline should be allowed to come into Minnesota. 

I think you can very readily see, Mr. Chairman, that the importa- 
tion of Canadian gas would dislocate unemployment and would cer- 
tainly affect not only the railroad men, but other classes of employees 
not on the railroad. 

I wish to thank you for your time. 

Senator Purrety. Thank you very much. 

IT am somewhat amused at times when people thank us. We are 
down here serving people. We are down here to see that we do the 
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job that you want us todo. You do not owe us any thanks for coming 
down here. 

Mr. Covey. We realize you are busy. 

Senator Purres. That weare. Thank you again. 

The next witness is Mr. A. L. Lynn, vice president of the Island 
Creek Coal Co., of Huntington, W. Va. 


STATEMENT OF A. L. LYNN, VICE PRESIDENT, ISLAND CREEK 
COAL CO. 


Mr. Lynn. Mr. Chairman, and Senator, I am mindful of your need 
for time and expeditious treatment in this matter; yet I am also con- 
scious that there were some questions unanswered this morning which 
the chairman and other members of the committee propounded to 
some of the witnesses which I think warrant comment. 

I have no prepared statement, and with your indulgence I will be 
as brief as I can, but I want to cover some of those points. 

Senator Purret,t. You may take as much time as you feel is neces- 
sary to cover any statements you may care to make. 

Mr. Lynn. By way of identification, my name is A. L. Lynn, 
L-y-n-n, Huntington, W. Va. I am here in my official capacity as 
vice president of Pond Creek Pocahontas Coal Co., with operations 
in southern West Virginia and eastern Kentucky, and of the Island 
Creek Coal Co., a producer of bituminous coal in southern West Vir- 
ginia, which also operates as a subsidiary company the Carnegi Dock 
and Fuel Co., with docks at Duluth, retail operations in the towns of 
Duluth, St. Paul, and Minneapolis. As such, Mr. Chairman and 
Senator Hunt, I stand before you as a byproduct of that which the 
Federal Power Commission, State Department, Interior Department, 
and other Government agencies express as those for whom we have 
sympathy. 

am somewhat smothered in sympathy, which brings me, Mr. 
Chairman, to the pertinent point of my testimony, which is an attempt 
to impress upon you the important and far-reaching ramifications 
of the subject with which you are dealing. 

Basically, I think it is well recognized in all branches of Govern- 
ment that America needs a fuel policy. It needs it urgently. Now, 
we have our disagreements with the fuel industries of America, which 
you gentlemen are familiar with, the American Gas Products, with 
their views, the Independent Petroleum Association, with their views, 
the large oil industries, with their points of view, the Venezuela oil, 
with their imports on the eastern seaboard, and all of which are get- 
ting used to fighting. You gentlemen are getting tired of hearing it, 
but it is bringing very much into focus the necessity of some day 
resolving this situation into something which represents a policy on 
the part of the executive government, the Congress, and the people. 

That brings us into the question which I was very much interested 
in observing this morning in the chairman’s opening statement. 

Mr. Chairman, you referred to the obligation that you have in con- 
ducting these hearings in public interest, and it has been mentioned 
and, if I may say so, in several instances bandied around today. 

Then we got from public interest to national interest. Then I 
think your associate from Rhode Island became concerned over what 
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do we mean by economic dislocation, and they are all great words; 
they all mean something. 

I will be frank to say as a layman I can’t decipher those meanings, 
except that they seem to be deciphered today by means of convenience 
based upon that or to whom your are speaking. 

Economic dislocation—I don’t know whether it means a strong rail- 
road transportation industry, whether it means the backbone of your 
ore-carrying boats of the Great Lakes; I don’t know whether it means 
the corner grocer y store or the little ch: apel up in our mountains and 
hills of western Virginia and Kentucky. 

It all fits into our American pattern, so when we talk about disturb- 
ing economic conditions, I think the best you can do is define what 
you mean by the statesmen of our country. 

When we talk about national interest, again I don’t know what you 
mean. I have debated it at length with many people and I have often 
resolved some discussions by saying I will settle for public interest 
because I think I know what public interest is. I think I know what 
public interest is to the man who is trying to do a good job and be 
promoted. I think I know what public interest is to a man who has 
security in his job for next week, and so on, and who is going to school 
nights and studying. I can see his public interest. And not being 
facetious, I can see the public interest of you gentlemen here trying 
to solve these many problems. 

National interest I don’t know, but I pose this question. I have 
the very strong feeling and I think the strong conviction that national 
interest is being interpreted in the downtown departments in substi- 
tution for defense interest. 

Now, if that be a fact—and I caution and urge that you inquire on 
that point—if that be a fact then the issue be fore you today is many, 
many times more serious than we have considered it so far in our 
discussion. 

Senator Purret.. May I interrupt to say that national interest 
of course your national defense is part of national interest. It has 
tobe. But it doesn’t follow that that is all there is to national interest. 

Mr. Lynn. With the Chairman I agree, but if you make it exclu- 
sively defense interest then you find one set of conclusions. If it is 
strictly convenience of national interest you can very conveniently 
make another conclusion. 

Now, I go back to the basic point, that we need a fuel policy in 
this country. Hardly any ndliehien for the future, including the 
Paley Commission report, and others, can be read without determin- 
ing that your basic fuel of the future, including atomic energy and 
even up to last week’s ordnances, and so forth, still stems from coal. 

The Senator from Rhode Island this morning was concerned about 
where do they get their fuel. I would like to have been able to have 
said to the Senator, and Mr. Chairman, being from a neighboring 
State—and I was in your State yesterday and saw these great docks 
where we used to put coal and saw them with oil tanks in New Haven 
and elsewhere, but I am not concerned about it because you and the 
Senator from Rhode Island know one thing that has made America 
great—consumer power—and when America wants something 
industry produces it; it always has historically in the past and will 
in the future. So whether it is gas going into the pipelines or liq- 
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uid fuel of some kind, I have no worry about American standards 
being maintained if we can fight it out within our own borders. 
Now, while we are resolving these prob lems my p lea to you is this: 
Let’s be American; let’s be competitive; let’s keep the e areas sys 
tem going. But i, you will study the history of natural gas in its 
early formulative days, not the problems of today where every gas 
company in America has, with very few exceptions, applications for 
higher prices, and where today’s prices which put gas in one competi 
tive tuation are but a matter of months or years before they become 


entirely historic and something entirely di fferent from what they are 
tod: vy, if you will study that history vou will find that the gas markets 
we developed on dump pr: ictices. 

Now, tl at is the program of the Canadian gas line. The testimony 


yf Mr. Hopkins bears rereading, and I think Mr. Hopkins was a lit- 
tle more gentlemanly than I would have been in his position because 
I doubt if he spelled out in his résumé perh: ips as comp slete as in his 
paper the motives behind the reason why Canada is momentarily 
graciously allowing its gas to come to this country. It is a point of 
convenience of finance. 

I have just a few other points, and then I will thank you for listen- 
ing tome. 

Senator Hunt, you mentioned valuations. I will give you just two 
rief examples. 

In our company we have, because of competitive situations, been 
forced to dismiss over 4,000 men in the last quarter. Recently we 
closed a dock in Superior, Wis., because the demand did not support 
the dock. We consolidated our business to one dock at Duluth. That 
dock has a replacement value of a million dollars. For 6 months 
we tried to get someone to become interested in it for some purpose. 
It was finally scrapped at less than $40,000, and it remains idle today. 
And that is typical of many. 

At our properties in West Virginia and eastern Kentucky we have 
reduced those properties to the minimum for efficient excavation 
operation. Those properties were developed—incidentally, we are 
celebrating our 50th anniversary and we have about 75 years’ reserves 
at something under $3 per annual ton of production. To reduce our 
output beyond our present level of production, which is something in 
the neighborhood of 7 million tons a year, we would have to close and 
ab: indon properties. 

As witnesses have told you, a closed and abandoned coal mine is of 
very questionable value from the point of reopening. New coal mines 
being opened today, deep mine as contrasted to strip, are costing any 
where between 8 and 11 dollars per annual ton of production. 

Now, we are at the present time gradually reducing capacity in the 
coal industries of America from 600 million tons of just a few years 
back, to 400 million tons output, and capacity is shrinking, as bank- 
ruptey and whatnot takes place. to bring supply into line with 
demand. 

Senator Purtretu. May I interrupt ? 

Mr. Lynn. Yes. 

Senator Purrett. You don’t attribute this reduction to the impor- 
tation of gas? You recognize, of course, the use of oil and gas and 
other fuels has been the thing that has really caused this present situ- 
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ation? What you are talking about, I assume, is that you don’t want 
to see this thing extended where you are faced with additional types 
of competition ; ‘is that correct ? 

Mr. Lynn. That is correct, Mr. Chairman, and I make no quarrels 
here at this table over any of our interfuel competitive situations in 
America. 

Senator Purretn. Which is really reflected in your present situ- 
ation ¢ 

Mr. Lynn. That is correct, plus your today’s economic situations, 
and any time you have an overcapacity you have to have a leveling- 
off sometime. 

The point, Mr. Chairman, if I may make it, however, is that below 
a 400-million-ton capacity in the coal industry in this country, 
America is in a very dangerous situation to meet any upturn in indus- 
trial needs. And I don’t ring any bells or wave flags as to where it 
comes from. I say a strong upturn in industrial nee eds and you will 
not find the power. 

We know there are limitations on what oil can contribute to the 
upturn; we know the limitations on gaslines, the time consumed in 
building new pipelines even if you have ‘availabilit y. 

America has historic ally in the past and will in the future have to 
turn to coal for its plus power in times of emergency or accelerated 
effort. If you get below a 400-million-ton industry you naturally 
have nothing on which you can build and you weaken your entire 
economy. 

Therefore, our interest in this Canadian gas, in addition to antici- 
pating a complete disruption and bankruptcy of our northwestern 
interest through our docks, our retail interests in the Northwest which, 
incidentally, Mr. Chairman, are operated at a loss in order to give us 
stability in our operations back in the east, and which, I would like 
to have mentioned to the gentleman from Rhode Island, support 
many dollars of purchases in Rhode Island and Connecticut—and 
yesterday I traveled your State as a buyer, not as a seller, and those 
things have a long way of going around the beam, so it is Duluth 
to the one side, Hartford, New Haven, Frankfort, Ky., and Blue- 
field, W. Va., and we are all in this thing. 

Mr. Chairman, I am certainly delighted with the attention you are 
giving this hearing and have evidenc ed in it, and I say you gentlemen 
have a tremendous problem to decide and I hope you give it every 
consideration. 

Thank you. 

Senator Purreuy. I assure you we shall. 

Senator Hunt, do you have any questions ? 

Senator Hunt. No; no question exactly, but I want to make an 
observation. 

The coal industry, and to some extent the railroad industry, is now 
partially liquidated ¢ 

Mr. Lynn. That is correct. 

Senator Hunr. Do you feel that it is our obligation as Members 
of Congress to do everything we can to prohibit the complete liquida- 
tion of } your industry ? 

Mr. Lynn. I think, Senator, that Congress would be shirking its 
public responsibility if it does not keep the coal industry at a working 
minimum. And I say that for this reason you need look no further 
than England, or if you want to be a little closer to home I could take 
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you into our intimate problems in the Northwest. The losses which 
these gentlemen have spoken to you of today in our industry is pro- 
hibiting us from enticing any young people into our business in the 
Northwest. As a consequence, for management, for leadership, for 
development, for rank-and-file employees, we are extending retire- 
ments; we are doing a lot of things so that we can continue to exist, 
but the fact is if you put an industry out of skills—and mining coal 
today, gentlemen, is a skill. The average man working for us has a 
$50,000 piece of machinery under him. 

I was interested in Mr. Hopkins’ words this morning. He used 
the expression “dig coal.” I don’t know where he gets the word “dig” 
because it certainly isn’t digging with the equipment they have today. 

Senator Purretn. Joy Manufacturing helps you, doesn’t it? 

Mr. Lynn. Joy Manufacturing Co., is very proud of us, yes. But 
in answer to your question, Senator, the answer is “ Yes.” 

Senator Purrery. Well, I want to find out whether you want me 
to think—I believe you don’t—that what you want us to do is put an 
umbrella over your industry. What you ask for, I would judge, is 
that you want us to see that competition from outside the United 
States does not rob your industry of its vitality, but now if it should 
happen that, in the United States, adjacent gas fields or oilfields were 
going to be used that would take that market away from you in the 
natural course of events, you wouldn’t expect we would put an 
umbrella over your industry and prevent these domestic oil wells or 
gas wells from competing with your industry; you don’t mean that, 
do you? 

Mr. Lynn. Senator, I am delighted you have mentioned that, be- 
cause I think the coal industry is the one industry that has never asked 
the people of America to subsidize it or put any umbrellas over its 
head. What few attempts we have had for raising of umbrellas have 
proven rather disastrous, as the record will show, and have not come 
from the industry. 

No, I do not mean that, but I do mean this: I do mean that we 
should confine our competitive situations within the industries or 
within our own borders, so that as you gentlemen find that you need 
to make basic policy for this United States, you have under your 
control the components thereto and not foreign sources as is now pro- 
posed. 

As a word of parting, sir, if you are defining public interest, na- 
tional interest, and put defense into that national interest, then I 
certainly question the logic of adopting a defense policy wherein you 
put your fuel requirements into the hands of other than American 
interests. 

Thank you, Mr. Chairman. 

Senator Purreti. Thank you very much for your very interesting 
and enlightening testimony. It was very good testimony. 

The next gentleman we have here is Mr. Robert T. Laing, who 
is executive director of the Central Pennsylvania Coal Producers 


Association. 


STATEMENT OF ROBERT T: LAING, EXECUTIVE DIRECTOR, THE 
CENTRAL PENNSYLVANIA COAL PRODUCERS’ ASSOCIATION 


Mr. Larne. My name is Robert T. Laing. I am executive director 
and secretary of the Central Pennsylvania Coal Producers’ Associa- 
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tion, a nonprofit organization of bituminous coal operators, with 
offices located in Altoona, Pa. The territory represented by this asso- 
ciation embraces all of the bituminous coal-producing area east of the 
Allegheny River in Pennsylvania. 

This territory has produced good quality coal of versatile character 
since the latter part of the 18th century. The principal market for 
the coal is located on the eastern seaboard and embraces all of the 
Middle Atlantic and New England States and parts of Canada. Be- 
vause of the versatile characteristics of the coal it is, and can be, 
utilized in every instance where solid fuel is required. According 
to geological surveys, there is sufficient recoverable coal in the area to 
last, at the present rate of production, for 530 years. 

The operators of our association have in the last few years invested 
millions of dollars in new and modern equipment in order to mine and 
market a product that could compete with other types of fuel. Despite 
this honest and sincere effort, we have seen our tonnage decline steadily 
by large percentages in the last 10 years. This tremendous decline in 
tonnage has not only placed the investment of our operators in jeop- 
ardy but has also inflicted a terrific economic impasse to thousands 
of employees and their families, as well as to related industries, such 
as aiinaae and small-business enterprises that depend upon the eco- 
nomic well-being of the coal industry for survival. To cite a current 
example of the condition in our area, since January 1, 1953, 65 mines 
have closed, resulting in unemployment of 3,113 men. Besides this, 
curtailment has caused the dismissal of 2,471 more miners, making a 
total of 5,584 men thrown out of work. 

Several factors have contributed to the decline of our tonnage, not 
the least of which has been the rapid extension of natural-gas lines 
to our market area and conversion to this fuel by consumers who 
formerly used tremendous volumes of coal. To illustrate this con- 
version, I have prepared exhibits C and D, which show the displace- 
ment by gas over the last 10-year period in the New England and 
Middle Atlantic States. Exhibit C covers the New England States 
and exhibit D shows the displacement in the Middle Atlantic States. 
You will note that in 1953 natural gas was consumed in our market 
area to an equivalent of 26,672,000 tons of coal. At an average price 
of $5.13 per ton, this represents a loss of revenue to the coal industry 
alone of $136,827,000. 

Although some natural gas is produced in our operating area, most 
of it comes from the gas fields of the Southwest and is transported in 
lines originally built by the Government. These lines were later pur- 
chased by corporations at a considerable discount which, in effect, is 
a Government subsidy. From this viewpoint, the fuel being trans- 
ported to compete with coal is actually being subsidized by our 
Government to the detriment of the coal industry. 

You can readily see that the magnitude of the economic impact 
to the coal industry in central Pennsylvania is unmeasurable. The 
loss of 26,672,000 tons of coal in 1953 to gas alone will amount to 
$136,827,000, most of this in miners’ wages. Add to this the sum lost 
by railroads, other transportation agencies, allied industries, and so 
forth, and the amount becomes fantastic. 

Although the impact to the coal industry and the people employed 
therein is disheartening and devastating, there are other aspects of 
the situation that should give your committee and all others concerned 
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with our national fuel policy grave concern. I refer to the conse- 
quences that would result should this Nation become involved in 
another work l struggle. 

Fuel is one of the first essentials in times of emergency. In 1914 
when World War I began, the mineral energy supply in the United 
States was 16,290 million B. t. u.’s. Four years later when we entered 
the war, the demand had increased to 21,449 billion B. t. u.’s, or an 
increase of 31.7 » reent. In 1941, when World War II began, our 
supply of B. t. u.’s was 22,683 billion and by 1944, when we entered 
the war, the os had increased to 33,176 billion, or an increase of 
16.3 percent, or about 65 trillion B. t. u.’s should we become involved 
in an international struggle. 

Between 1914 and 1918 the coal industry increased its production 
from 422 million to 579 million tons, or 37 percent. Between 1939 
a 1944 the tonnage was increased from 394 million to 619 million, 
or 57 percent. Economists and fuel engineers tell us that in the event 
of a national emergency the coal indus try would be called upon to 
produce 1 1 billion tons of coal per year. In the face of the current 
condition in the coal industry, this task would be nigh impossible 
because: 

The hundreds of mines that have been closed are not easily 
reopened. When a mine is closed, the equipment is removed. It fills 
up with water ; the roof caves in; and is, for practical purposes, useless. 
The Nation not only loses a source of fuel but millions of tons of valu- 
able natural resource are lost forever. It takes just as much time, 
eifort, and capital to open an old mine as to start a new one. Time 
would be an important factor. It takes many months to get a new 
operation into quantity production. 

2. Manpower would be unavailable. Labor from mines that have 
closed has migrated to other industries. This is especially true of the 
young men. Many of the old men have remained in the communities 
because they could not get other employment. Mining today in the 
modern mechanized mines is essentially a young man’s job. Gone are 
the days when a pick and shovel were the only essential tools. The 
complexity of modern underground machinery requires keen, alert, 
well-trained young men. 

3. During World War II the coal mined from deep mines was sup- 
plemented by 125 million tons of strip coal per year. Most of this 
coal was taken from the crop line and was easy to get. That source 
no longer exists. 

t. Because of the decline in the coal industry the railroads have not 
kept their facilities ready to meet emergencies. Our transportation 
agencies would have a difficult time h: wiling the coal even if it could 
be produced. 

Mr. Chairman and members of the committee, we have tried to 
describe some of the conditions that are current in the coal indus- 
try. Naturally we are concerned with the dire economic plight that 
affects an investment of $4 billion in an industry that operates 8,000 
mines and employs 300,000 miners. But our concern is not entirely 
selfish. We are trying to bring to your attention as forcibly as pos- 
sible the rel: ationship of the coal industry to our national defense and 
the general welfare. 

The sad condition in the coal industry is the result of extraneous 
factors, one of which, as has been stated, is the extension of natural- 
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gas lines to territory that can readily be served by the most abundant 
fuel in the world—coal. The gas presently causing difficulty is pro- 
duced in our own country. Any further inroads of natural gas will 
make it increasingly difficult for the coal industry to meet the needs 
of a troubled country should we become involved in another world war. 
We are especially apprehensive about the proposed Biggest Inch to 
be constructed in Canada across the entire northern border of our coun 
try. It will be so constructed that spurs to the interior of our country 
could be constructed at will. It will extend into the eastern seaboard, 
the natural market for the coal from central Pennsylvania. 

Legislation under consideration in 8. 1287 would give the Federal 
Power Commission authority to curb importation of foreign natural 
gas in instances where suc h imports will result in economic disloca 
tion, unemployment, or injury to competing fuels in the United States. 
The effort of our testimony has been to show that damage will come 
to the coal industry if the importation of natural gas is permitted. 
We believe there is an adequate supply of coal and domestic gas to 
serve our needs. We should not permit the closing of our mines and 
thereby make our Nation dependent upon foreign fuels which might 
be suddenly discontinued should an emergency arise. 

Mr. Chairman and members of this committee, we respectfully urge, 
in the interest of national defense, national welfare, and the coal 
industry, that you give your approval to S. 1287 and recommend its 
approv: al to the Congress. 

(Exhibits A through D are as follows :) 


Exuisit A.—Bituminous coal reserves in Pennsylvania 


Recoverable 























Remaining serves 
. scant om rv os Percentage (65 oanaae 
County ] — of original trop: 
an. 1, 1950 recovery), 
(net tons remaining Jan. 1, 1950 
(net tons) 
Allegheny 3. ; 85 57 , 185, 169, 607 
Armstrong !__. 3, 4: 26 "924" 620 91 : 227, 501, 003 
Beaver 1, 230, 368, 640 98 799, 739, 616 
Blair ! 44, 208, 549 56 98) 735 
Bradford and Lycoming ! 95, 810, 966 82 62, 5 
Bedford, Fulton and Huntingdon ! 284, 773, 955 69 185, 103, 07 1 
Butler 4,063, 344, 98 2, 641, 173, 85 
Cambria !- 4,083, 615, 52s 76 2 654, 350, 093 
Cameron, McKean, and Forest ! 476, 973, 340 98 310, 032, 671 
Centre !__.- ‘i 419, 173, 974 81 272, 463, 083 
Clarion ! 1, 912, 925, 434 94 , 243, 401, 532 
Clearfield ! 3, 374, 581, 148 &5 2, 193, 477, 746 
Clinton ! 73, 980, 455 65 48, 087, 296 
Elk ! 464, 474, 895 83 301, 908, 682 
Fayette 3, 197, 590, 485 61 2, 078, 433, 815 
Greene 9, 194, 306, 787 97 5, 976, 299, 412 
Indiana ! 5, 748, 882, 177 91 3, 736, 773, 415 
Jefferson ! 2 35 89 1, 930, 522, 893 
Lawrence 97 638, 632, 481 
Mercer. 84 271, 282, 624 
Somerset !_- 90 3, 569, 004, 672 
Tioga ! 42 42, 812. 463 
Washington 9, 186, 344, 405 87 5, 971, 123, 863 
Westmoreland 4, 730, 912, 143 74 3,075, 092, 893 
Total. 63, 759, 076, 109 85 41, 443, 399, 471 





1 Predominantly ‘ineastern"Pennsylvania. 


Note,—Recoverable reserves inZeastern Pennsylvania 


duction, 530 years. 


Source: School of Mineral Industries, The{ Pennsylvania{ State, University The{Central Pennsylvania 
Coal Producers’ Association, Altoona, Pa. 





476338—54 8 


, 18,806,451,305 tons. 


Supply based on 1953 pro- 
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Exuipit B.—Bituminous coal production and employees, district No. 1, 1943-58 * 


Productior Production 





vo net tons Employees Year (net tons Employees 
1943 59, 245, 416 48 1950 46, 838, 951 43, 824 
1944 61, 224, 286 45, 771 1951 47, 119, 436 38, 090 
1945 56, 746, 402 45, 036 1952 40, 776, 787 34, 266 
194 54, 444, 979 47, 061 1953 (preliminary 37, 379, 000 30, 648 
1947 62, 832, 181 19,510 || 1953 versus 1943 
1948 60, 045, 478 1, 521 Decrease 21, 866, 416 18, 059 
1949 39, 659, 467 47, 02 Percent decrease 36.9 37.1 
Include astern Pennsylvania; Maryland; and Grant, Mineral, and Tucker Counties of West Virginia. 
Source: U, S. Bureau of Mines; Central Pennsylvania Coal Producers’ Association, Altoona, Pa 
EXHIBIT C innual consumption of coal and gas by electric utilities for produc- 


tion of electric energy and total natural gas consumption in the New England 
States (1943-53) 





Consumption by electric utilities Total consumption 
Year Bitumi- |Natural gas} Coalequiv-| Natural gas | Coal equiv- 
nous coal | (thousand alent (thousand | alent 
(net tons cubic feet (net tons cubic feet) (net tons) 
1943 4, 860, 535 . 
1944 4, 077, 941 
1945 4, 099, 282 * - 
1946 4 
1947 i, 
1948 5, “a 
1949 3, 
1950 2 
1951 3 1, 786, 000 71, 577 
1952 3 127, 450 5, 108 12, 741, 000 510, 620 
1953 (preliminary 3, 286, 862 11, 497 23, 380, 000 936, 999 
1953 against 1943 } 
Increase or decrease 1, 456, 961 +286, 862 +11,497 | +23,380,000 | +936, 999 
Percent increase or decrease 30 R : ieakeetes 


Maine, New H im pshire, Vermont, Massachusetts, Rhode Island and Connecticut 


N OTE.—24,952 cubic feet of gas to 1 ton of bituminous coal 
Source: Federal Power Commission and U.S. Bureau of Mines; Central Pennsylvania Coal Producers’ 
Association, Altoona, Pa 


ExHripit D innual consumption of coal and gas by electric utilities for produc- 
tion of electric energy and total natural gas consumption in the Middle Atlantic 
States (1943-58)? 















Consumption by electric utilities Total consumption 
Year Bitumi- |Natural gas} Coalequiv-| Natural gas | Coal equiv- 
nous coal | (thousand alent (thousand alent 
(net tons cubic feet) | (net tons cubic feet) (net tons) 
1943 24, 463, 017 39, 537 1, 585 195, 940, 000 7, 852, 677 
1944 24, 722, 703 1, 304, 024 52, 261 185, 005, 009 7, 414, 436 
1945 21, 335, 813 850. 950 34, 103 188, 136, 000 7, 589, 917 
1946 1). G86. R66 783, 241 31, 390 201, 737, 000 8, 085, 003 
1947 25. 310, 848 R81, 544 35, 330 9, 191, 808 
1948 28, 016, O35 327, 678 13, 132 9, 998, 076 
1949 22, 402, 702 2, 909, 246 116, 594 ‘ 11, 205, 076 
1950 22, 471, 447 1, 644, 012 65, 887 , 840, 000 14, 381, 212 
1951 27, 167, 932 46, 738, 309 l, 359 , 410, 000 hy 
1952 28 OSD, O41 $1, 295, 735 1, 655, 007 573, 846, 000 
1953 (preliminary 28 064, 884 7, 553, 080 2, 306, 552 642, 134, 000 
1953 versus 1943 
Increase 3,601,867 57, 513, 543 2, 304, 967 446, 194, 000 17, 882, 094 
Percent increas« i4 145, 467. ¢ 145, 467.6 227.7 227.7 


1 New York, New Jersey, Pennsylvania, Delaware, Maryland and District of Columbia 


NOTE 24,952 cu. ft. gas to i ton of bituminous coal 


a 
Source: Federal Power Commission and U. 8. Bureau of Mines; The Central Pennsylvania Coal Pro- 
ducers’ Association, Altoona, Pa. 
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Mr. Larne. I shall make the remainder of my statement very brief. 

I represent a large area in central Pennsylvania. We have been 
mining coal there ever since the latter part of the 18th century, and 
I have an exhibit A that will show you we have sufficient coal to last 
530 years. } 

We have had a terrific decline in our tonnage, as you will note on 
exhibit B. In 1948 our district produced 59 million tons of coal with 
48,000 employees. In 1953 we produced 37 million tons of coal, or a 
decline of 36 percent, with 30,000 employees, a decline of 18,000 em- 
ployees. Since January 1, 1953, we have closed 65 mines, and layoffs 
totaled 5,584 men. 

Now, almost everything that has been said here today we subscribe 
to. There is one item, I think, that I would like to emphasize to a 
greater extent than has been emphasized, and that is the impact that 
might happen should we become involved in an international struggle. 
Just to show you what happened, between 1914 and 1918 the coal in- 
dustry was called upon to increase its production from 422 million to 
579 million, or a 37-percent increase. Between 1939 and 1944 the 
tonnage was increased from 394 million to 619 million, or a 57-percent 
increase. 

economists and fuel engineers tell us that in the event of national 
emergency the coal industry would be called upon to produce 1 billion 
tons of coal per year. Those aren’t my figures, but reliable econo- 
mists have made those statements. 

Now, I have listed three reasons why I don’t believe we would be 
able to do that if we got into difficulty. One is we have talked here 
about the mines having been closed. Tos don’t open them up. One 
other thing is involved there that hasn’t been mentioned. When you 
close a mine, you don’t open it up, and there are millions and millions 
of tons of a valuable resource that is lost forever. You just don’t 
go back and get it. It is there, and it fills up with water and caves 
in, and there are millions of tons that are lost. 

Manpower in our district—and I am sure it is true of all of the 
other coal districts—the young fellows are leaving the mines today. 
They are going out into other parts of the country. Someone just 
recently said here, the last speaker, a coal mine today is not an old 
man’s job. You don’t dig it. You need keen, alert young fellows 
in this mechanized mining that we have today. 

In the third one, during the last World War we produced 125 mil- 
lion tons of coal annually by the strip method. Most of that was 
easy coal. Crop coal it was called then. That would be unavailable 
in case we needed a tremendous supply again. 

The railroads, because of the decline in the coal industry, have not 
_— their equipment up, I think, to capacity, and it would be difficult 
there. 

_ Now, naturally we are concerned with the economic plight of an 
investment of $4 billion, 8,000 mines, and 300,000 miners. I hope, of 
course, that our industry is not entirely selfish. I think from the 
standpoint of national defense we should try to find some way to 
keep the mines ready to operate should we get into difficulty. 

_ I don’t blame all of our difficulty on natural gas. This line which 
is extended across the northern border of our country, of course, is 
going to go into the eastern seaboard, which is the natural market 
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area for central Pennsylvania coal, the eastern seaboard and eastern 
Canada. It would cause consider ably more disruption to our field 
than we have at the present time. 

Senator Purretx. I am interested in your exhibit B. Since we 
are talking about employment—and this is not done in any degree 
to question your figures but more or less just my inquisitiveness—but 
you show in 1949 that you produced, in district 1, 39,600,000 net tons, 
and it required 47,000 employees to do it. In 1952 you produced 
about another million tons or 40,776,000, but you did it with 13,000 
less employees. 

Now, is that due to the mechanization of your mines in that short 
period, relatively short period of 3 years, that you have been able to 
reduce the number of employees needed to mine a 13,000-ton difference 
there on a matter of a million tons of coal? 

Mr. Laine. That is the difference, and the strip coal, too. 

Senator Purrett. You have got a greater percentage of strip coal 

here then, have you; is that what distorts these figures ? 

Mr. Larne. Yes, sir. 

Senator Purrert. I think they are a little unfair to you unless you 
have that in the record, if it is a fact. 

Mr. Laine. It is 50 percent strip coal, considerably more tonnage 
than that. 

Senator Purrery. Would you want that as a part of exhibit B, the 
fact it is higher stripwise than it was? 

Mr. Larne. I shall make that correction. 

Senator Purret.. I think the reporter would be glad to do it, 
because it would be necessary since that sort of stares out “ you—a 
difference of 13,000 employees with a difference of only a million tons. 
You say that is due to the fact that in 1948 the percentage of coal 
mined or produced was substantially less from strip mines ¢ 

Mr. Laine. That is right, and then the increased mechanization 
since 1939. 

Senator Porre.yi. All right. 

Mr. Larne. I think it will be interesting to note how rapidly the 
natural gas grows when it gets into an area If you will look at 
Exhibit C, 1951 was the first year that gas went into the New England 
States, and that year it went in to displace 71,000 tons of coal, the 
equivalent of 71,000 tons of coal. In 1953 the preliminary figures show 
it will displace 936,999 tons of coal. It doesn’t take it long. 

Senator Hunt. May I ask, Mr. Chairman; in your statement do 
you have any comparison to date how 1954 will compare with 1953 
with reference to production and number of employees? 

Mr. Laine. Nationally today I can’t give you the employees, but 
nationally today production is down 17.7. 

Senator Hunt. Over 1953? 

Mr. Laine. Yes, 17.7. In our district we are down about 22 percent. 
Nationally it is 17.7. I can’t give you any figure on employees. 

Senator Pcrrexy. If it is your desire to submit at some later time, 
before the record is closed, additional information covering that table, 
Exhibit B, that would be clarifying, we would be very happy to 
receive it. 

Mr. Larne. Thank you very much. 
Senator Purrens. Thank you for appearing. 
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(Subsequently, the following letter was received from Mr. Laing :) 
THE CENTRAL PENNSYLVANIA COAL PRODUCERS’ ASSOCIATION, 
\/toona, Pa., May 17, 1954 
Hon. WILLIAM A. PURTELL, 
Chairman, Subcommittee on Business and Consumer Interests, 
United States Senate, Washington, D.C. 

Dear SENATOR PuRTELL: With reference to my testimony before the Subcom 
mittee on Business and Consumer Interests on Thursday, May 13, 1954, re 8S. 1287 
on exhibit B for the year 1949 we showed a production of 39,659,467 net tons 
and 47,025 employees. 

I made the statement at that time that this declining tonnage perhaps was 
due partly to mechanization and increased strip coal. Upon further check, I 
find that the reason for this decline in tonnage was due to a coal strike which 
we had in the year 1949. 

[ would appreciate very much if you would have the record corrected to the 
effect that this decline was caused by a strike rather than mechanization or 
an increase in strip coal production. 

Very truly yours, 
R. T. Latne, Hrecutive Director. 


The next witness is Mr. Roy S. Kern, of Pittsburgh. 


STATEMENT OF ROY S. KERN, CHAIRMAN, COAL, COKE, AND IRON 
ORE COMMITTEE, CENTRAL TERRITORY RAILROADS 


Senator Purretn. It is our present intention to hear two more 
witnesses, and then have the other witnesses appear tomorrow. Will 
that meet with your approval ¢ 

Senator Hunt. Yes; that is fine. 

Senator Purreti. Mr. Kern, you haven't identified yourself on 
my list as to whom you represent. 

‘Mr. Kern. I am representing generally the eastern railroads. 

Senator Purren.. Go right ahead, Mr. Kern. 

Mr. Kern. I am Roy 8S. Kern, chairman of the Coal, Coke and 
fron Ore Committee of Central Territory Railroads, an organization 
of eastern region and Pocahontas district railroads with headquarters 
at 1025 One Gateway Center, Pittsburgh 22, Pa. It, together with 
other similar committees, exists by virtue of an agreement entered into 
by those railroads with the approval of the Interstate Commerce Com- 
mission under section 5-a of the Interstate Commerce Act and deals 
with all matters affecting coal, coke, and iron ore traflic of the mem- 
ber railroads. 

My appearance at this time is to voice the endorsement of the rail- 
roads of the eastern region and the Pocahontas district of the Hunt 
bill to amend the Natural Gas Act by inserting a sentence in section 3 
thereof which does no more than assert the self-evident fact that the 
authorization by the Federal Power Commission of the importation 
or exportation of natural gas in the face of ae that such “will 
result in economic dislocation, unemployment, « ‘injury to competing 
fuel industries of the United States” is ine ones hd with public 
interest. I have been specifically authorized to speak on this occasion 
by the following railroads: 

Baltimore & Ohio Railroad Co. 
Bessemer & Lake Erie Railroad Co. 
Detroit, Toledo & Ironton Railroad Co, 
Erie Railroad Co. 

Grand Trunk Western Railroad Co. 
Louisville & Nashville Railroad Co, 
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Monongahela Railway Co. 

Montour Railroad Co. 

New York Central Railroad Co. 

New York, Chicago and St. Louis Railroad Co 

Pittsburgh & Shawmut Railroad Co. 

Pennsylvania Railroad Co. 

Pittsburgh & Lake Erie Railroad Co. 

Pittsburgh, Chartiers & Youghiogheny Railroad Co. 

Pittsburgh & West Virginia Railroad Co. 

Southern Railway Co 

Wabash Railroad Co 

Western Maryland Railway Co 

Youngstown & Southern Railway Co. 

In addition, representatives of the Cheasapeake & Ohio Railway Co. 
and Norfolk & Western Railway Co. will express their approval of 
this measure individually. 

Each of the railroads I have named is a common carrier of large 
tonnages of bituminous coal. Collectively, and in most instances 
individually, bituminous coal is by far the largest single commodity 
tr: maceeer by these railroads and without the revenue yielded by 
that traffic it would be utterly impossible for them to operate effi 
ciently, economically and in the public interest as required by law. A 
few figures will, I think, indicate the extent to which the railroads 
of the eastern district and Pocahontas region are dependent upon 
bituminous coal traffic and revenue : 


Hastern district 


Percent bitu- 








Total carload Bituminous 
reight carrie al carriat minous coal 
freight carried coal carried of total 
Tons Tons 
1950 1, 138, 667, 280 367, 127, 052 32. 24 
1951 1, 200 806, 5 371, 480, 534 30. 43 
1952 1,117 "680, O12 4 335, 613, 172 30. 03 
1943 B 115 , 098, 593 329, 496, 190 29. 55 
POCAHONTAS REGION 
| 
Tons | Tons 
1950 200, 635, 384 138, 301, 549 68. 93 
1951 223, 812, 474 153, 667, 907 68. 66 
1952 203, 335, 777 137, 492, 893 67. 62 
1953 197, 870, 240 129, 648, 078 65. 52 
| 
ERastern district 
Percent bitu- 
Revenue from all| Revenue from | minous coal 
carload traffic {bituminous coal] revenue of 
total 
1950 $2, 859, 404, 607 $536, 952, 492 | 18. 78 
1951 3, 176, 334, 689 556, 037, 658 17. 51 
1952 3, 134, 513, 711 530, 721, 798 16. 93 
1953 3, 258, 430, 735 531, 305, 558 16. 31 
POCAHONTAS REGION 
- 
1950 | $496, 600,691 | $284, 913, 229 57. 37 
1951 597, 824, 694 361, 768, 708 | 60. 51 
1952 f 1, 331 | 335, 192, 361 | 58. 54 
1953 52, 910, 362 301, 143, 518 54. 47 
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Not only do these figures demonstrate the importance of coal traffic 
and revenues to these railroads, but they also point out the alarming 
fact that coal traffic and revenues are on the decline—in quantities as 
well as in the relationship of such to all freight traffic. If the rail 
carriers are ever to attain the degree of prosperity to which their place 
in our economy entitles them, this trend must not only be stopped but 
reversed. For reasons which I shall now state briefly, S. 1287, if 
enacted, will be a step in this direction, or at least will tend to protect 
some of the coal markets from the ominous threats of further inroads 
by natural gas. 

I have in mind, of course, the plans currently developing for the 
transmission of natural gas from the immense ce already dis- 
covered and which are rapidly being increased by almost daily re- 
ports of new discoveries in the Canadian Provinces of Alberta, Sas- 
katchewan, and to a lesser but growing extent, British Columbia; for 
example, the Alberta Petroleum and Natur: al Gas Conservation Board 
stated not long ago that by June 30, 1953, the “established reserves” 
of natural gas in “that Province alone had reached 11.5 trillion cubic 
feet and the exploration and exploitation of gas reserves in Canada 
are scarcely more than well underway. They have been slowed down 
by the absence of gas transmission lines needed to reach the largest 
potential markets for gas which are in the industrial areas of “far 
western and eastern C anada and in the United States. To overcome 
that obstacle a 36-1 te h pipeline is to be constructed by 1957 by two 
companies, Trans-Canada Pipe Lines, Ltd., and Western Pipe Lines, 
Ltd., which are now in the process of merging, that will span the 
Dominion from coast to coast, a distance of 2,400 miles, and serve 
all the markets in southern Canada. Branch lines will extend from 
Winnipeg into the United States to serve the Twin Cities, Chicago, 
and ae acent areas, and another from Toronto to Buffalo. These 
lines, of course, will be connected with existing facilities in this 
country and the Canadian gas interests, therefore, assert that 
they will make available to the Canadian producers all of the markets 
in North Dakota, Minnesota, Wisconsin, and the northern part of 
Illinois, Indiana, Ohio, northwestern Pennsylvania, and western 
New York, an area in which more than 100 million tons of coal are 
consumed annually. 

The primary markets for Canadian gas will, of course, be in 
Canada, and the sections of this country which I have named will 
therefore be in the nature of secondary markets, or it may be more 
accurate to say dumping grounds. Experience has shown that when- 
ever natural gaslines are constructed they are used to capacity even 
though that necessitates—and frequently it does—sales of gas for 
space heating and industrial purposes during warm periods or seasons 
under so-called oy ruptible contracts at dumping yrices far below 
the costs of coal or other fuel. Coal is particularly vulnerable to 
unfair onmapekltione, piewelie es of this sort because, unlike natural gas, 
its delivered costs in large part represent the wages paid to the mine 
and railroad employees who produce and transport it. Coal prices 
cannot therefore be so radically adjusted as to meet natural-gas com- 
petition during the periods when the supply of gas exc eeds the 
demand, and the excess is diverted at dumping rates to consumers 
customarily using coal. Clearly, therefore, in the absence of legis- 
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lation such as that now proposed, the huge reserves of natural gas in 
Cenada will be made available to the large coal consuming areas of 
tis country on and adjacent to the Great Lakes, which for the most 
part are now adequately supplied with natural gas from domestic 
producing areas, particularly the Southwest. This Canadian gas is 
not likely to be offered to consumers in this country except in off- 
season periods when the supplies exceed demands in Canada, and then 
will be sold by the Canadian pipeline companies at whatever prices 
that may be necessary to influence consumers to substitute gas for coal. 

For these reasons the eastern railroads for whom I speak respect- 
fully urge the committee to recommend early passage of S. 1287. 

The statement undertakes to show the extreme importance of bitu- 
minous coal traffic and revenues to the railroads of the East. It is 
by far the largest item of revenue-paying traflic which those railroads 
handle, and it produces by far the largest gross revenue of any item 
of traffic. 

On page 2 of my statement I have shown for the years 1950 and 
1953 the figures which point up the conclusion that I have just sti ated, 
but I want to emphasize also that the experience of the railroads in 
the handling of bituminous coal has been rather dismal since 1950. 
In other words, the total tonnages they transport are going down, 
and also the rel: ationship of those tonnages to their tots al traffic. 

Now, many of our railroads are utterly dependent upon mass trans- 
portation of coal for their existence. W ithout that they would com- 
pletely fold up, and unless they have the tonnage for mass economical 
transportation, it is utterly impossible. 

Now, with regard to the natural-gas situation, with which this 
committee is now concerned,’-I would like to state what this means 
and how it will affect the eastern railroads. It is well known that 
during the past few years there have been large discoveries and 
developments of natural gas, principally in Alberta, but to a lesser 
extent in the Saskatchewan and British Columbia Provinces. The 
development of that gas has been delayed largely because there are no 
pipelines existing which will enable them to transport it in large 
quantities to available markets, and available markets for natural 
gas means simply centers of population. 

You have heard today, and it is also recounted in my statement, 
that plans have been completed in Canada for the construction of a 
transcontinental line along the southern border of the Dominion, from 
coast to coast, of 2,400 miles, and that facility, I understand, will be 
of the huge 36-inch variety. 

The primary market of Canadian gas will in the first place and 
forever be Canada. They will export gas into this country from 
Winnepeg through Duluth to Chicago, and thence by existing pipe- 
lines across northern Indiana, the Lower Peninsula of Michigan, 
northern Ohio, northwestern Pennsylvania, and western New York, 
where it would meet there at the Niagara frontier the extension which 
will be constructed or is being constructed now in the northerly direc- 
tion from Toronto. 

The Canadian gas interests freely state that they are allowing 
(American gas to go into Toronto to develop a market so that when in 
1957 their natural-gas line from the western Provinces is completed, 
they will have a readymade natural gas market by merely ousting 
American gas. I have no particular quarrel with ousting American 
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gas there or any other place. However, the difficulty with natural 

gas is that whenever and wherever a pipeline is constructed, it is used 
toc apacity, and they accomplish that in this way: They get relatively 
high rates for domestic purposes. Then duvite the winter months 
their entire supply, and more if they can get it, can be put into the 
domestic, the high-grade rate. When summer comes, however, and 
home heating is no longer an essential, they have the gasline and they 
dump it into the industrial trade, where bituminous coal belongs, 
where bituminous coal 12 months of the year is the most economical 
fuel and can be displaced by natural gas only at rates, which, if they 
persisted for 12 sniithas would bankrupt the industry. 

Now, as I said before, Canada 1s going to be the primary market 
for Canadian gas. Only the excess will be sent into the United States, 
and that excess will be sent in there at times, mainly in the summer, 
when the only gas that can be sold is industrial gas and that at dump- 
ing rates. So we are going to get into this country a flood of Canadian 
gas at rates which no fuel that pays any labor costs at all can compete 
with, and therein lies our objections to importations of natural gas 

It will not create a fair competition. It will be something that will 
merely undersell us at a time when if they get anything for the gas 
they are better off than if they don’t sell it at all. 

Now, that story has been repeated in this country many, many 
times, and it is only being cured in certain places, such as the area 
where I live, where they have been able to pump back Texas gas into 
the abandoned gas wells of southwestern Pennsylvania, and are now 
creating a hazard that might blow the whole thing up. 

Senator Purter.. That interests me, because we have many duties 
down here. One of my duties is to hold hearings on the capacity to 
store natural gas. 

Mr. Kern. Now, there is one broad fact I want you to know. In 
the railroad industry the average wages of employees takes up about 
50 percent of the railroad gross dollars. In the bituminous coal 
industry the figure is at least that amount. In the oil industry labor 
is negligible. It generally produces itself and transports itself. 
Consequently, if they want to give that stuff away, no industry tied 
down to a 50 percent labor ratio can compete. Men have to be paid, 
and you have to get at least half of your freight rate if you want to 
break even on a labor proposition. That is the fear of the railroads, 
and it is a sound one. 

At this particular time, it should be very important that the rail- 
roads are floating fast, and if you believe, as I believe, that you can’t 
get along without the railroads, something must be done to boost them. 
I think that is a fair statement. 

Senator Purreiy. Thank you, Mr. Kern. 

Have you any questions, Senator Hunt? 

Senator Hunt. No, I haven't. 

It would be very interesting to know just what percentage of net 
income loss the railroads have suffered by the decrease in the produc- 
tion of coal over the last period of years, and then to anticipate what 
the net loss would be provided that natural gas did come in and take 
over the balance of the coal business. 

Mr. Kern. Of course, an accurate figure of that kind is impossible, 
but the railroads operating ratio, if business is good, is around 70 
percent. So that in the operation of paying of labor 70 percent of 








116 AMENDMENT TO NATURAL GAS ACT 


the fixed dollar. Now, on the kind of coal in the territory where 
I speak of, that gas would dis splace, that is steam coal, our average 
revenue would be. about $3 or a little more per ton for the transpor- 
tation of it. So of a railroad’s operating expense, about 70 percent 
of that is paid out for operation. 

Senator Purrett. Are there any other questions, Senator Hunt? 

Senator Hunt. No. 

Senator Purrety. Our next witness will be Mr. Hewitt Biaett, 
Chesapeake & Ohio Railroad Co. 


STATEMENT OF HEWITT BIAETT, GENERAL SOLICITOR, THE 
CHESAPEAKE & OHIO RAILROAD CO. 


Mr. Braerr. Mr. Chairman, Mr. Senator, it is my pleasure to be 
here in support of the coal people, but also for our own account, be- 
cause, as has been mentioned quite frequently, the transportation of 
coal is one of the factors that is equally important almost with the 
production of coal. I appreciate this opportunity to appear before the 
subcommittee and express the views of the Chesapeake & Ohio Railway 
Co. in support of 8. 1287. The proposed amendment to the Natural 
Gas Act would provide fair and reasonable criteria upon which the 
Federal Power Commission shall consider and determine applications 
for permission to import natural gas because that body will be required 
to take into account the effect of such importation on domestic fuel 
industries and recognize the necessity for protec ting such industries 
from unnec essary and unwarranted ¢ ompetition. 

The Chesapeake & Ohio operates 5,102 miles of railroad and has 
over 34,000 employees. Railroad operations are conducted in the 
States of Virginia, West Virginia, Kentucky, Ohio, Indiana, Illinois, 
Michigan, Wisconsin, New York, the District of Columbia, and in 
the Province of Ontario, Canada. 

The Chesapeake & Ohio serves the high and low volatile coal fields 
in southwestern Virginia, in West Virginia, in eastern Kentucky and 
in southern Ohio. The mining of bituminous coal const itutes a major 
industry in this area, and the overall economic conditions depend 
considerably upon the mining of coal. Thousands of people are 
employed both in the mining and in the transportation of coal, and 
any circumstance which has the effect of curtailing the production 
of coal directly affects all workers and all businesses in these coal 
fields. 

The Chesapeake & Ohio is the largest coal-originating railroad in 
the country. In 1953, the C hesapeake & Ohio originated 55,309,222 
tons of bituminous coal in Virginia, West Virginia, Kentucky, and 
southern Ohio. The total bituminous coal tonnage handled aggre- 
gated 69,894,700 tons and constituted 63.74 percent of the total freight 
tonnage transported. In 1953, also, approximately 50.48 percent of 
the total freight revenues earned by the C. & O. were derived from 
the transportation of coal. 

Bituminous coal which originates at mines in the territory served 
by the Chesapeake & Ohio is shipped in substantial volume for final 
consumption in the northwestern lake-dock territory (Wisconsin, 
Minnesota, North and South Dakota, Iowa, Nebraska, Montana, and 
the Upper Peninsula of Michigan). This coal moves primarily as 
lake cargo coal on the Great Lakes from lower Lake Erie ports to coal 
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docks located on the west bank of Lake Michigan and the south bank 
of Lake Superior, from which it is reshipped to ultimate points of 
consumption. 

In 1953, the Chesapeake & Ohio dumped 12,545,404 tons of lake 
cargo coal at Toledo Dock, Ohio, which originated on its railroad, 
and all railroads dumped a total of 48,706,215 tons at the lower lake 
ports. Although the lake cargo coal tonnage from the eastern 
Appalachian mine fields transhipped by all railroads to the north- 
western lake-dock territory declined from 19,706,271 tons in 1948 to 
11,431,413 tons in 1952, nevertheless the present tonnage represents a 
sizable and important volume. 

The Lower Peninsula of Michigan also provides an extremely 
important market for coal produced at mines served by the Chesa 
peake & Ohio. Such mines shipped 4,976,272 tons of bituminous 
coal to points in the Lower Peninsula of Michigan via lake cargo 
routes, and 3,894,139 tons via all-rail routes to this same market area 
in 1953. The foregoing figures are stated to illustrate the stake which 
this railroad and the mine fields which it serves have in the market 
areas in Michigan and in the entire northwestern lake-dock territory. 

The Chesapeake & Ohio has expended on its Chesapeake district 
more than $155,051,182 in improving its roadway and more than 

312,366,119 for added equipment since 1941. A major portion of this 
money was spent on the portions of its railroad whic h are used in the 
transportation of coal. This expenditure of money has resulted in 
placing the property in a condition which will permit the Chesapeake 
& Ohio to meet, in the territory served by it, the transportation needs 
of the country in times of war or peace. The C. & O. now owns 
approximately 60,000 coal cars, the replacement value of which is 
around $300 million. 

It is a notorious fact that one of the more economically depressed 
portions of the country is that comprising the coal mine fields of 
southwest Virginia, West Virginia, and eastern Kentucky. The 
drastic change in the situation today versus that of a year ago may 
be seen from the fact that for the week ended April 25, 1953, 21.298 
cars of coal were loaded by this railroad, while for the week ended 
April 24, 1954, only 15,784 cars of coal were loaded, a decline of 
approximately 26 percent. The foregoing comparison is fairly rep- 
resentative of the shipments of bituminous coal for the first 17 weeks 
of 1954, as compared with the same period in 1953. 

The importation of natural gas into the northwestern lake dock 
territory and the lower peninsula of Michigan can only result in the 
displacement of bituminous coal in a large and important market area. 
Such a displacement of bituminous ¢ oal will adversely affect the min- 
ing companies, their workers, this railroad company, its workers, and 
the entire mine field territory. Moreover, such a displacement of 
bituminous coal can only start a chain reaction which will ultimately 
have a serious impact upon the localities, the counties and the States 
embraced within the coal-mine territory served by this railroad. The 
loss of any substantial volume of coal tonnage to imported natural gas 
means, directly, a serious impairment of this railroad’s revenues and, 
as a consequence, the loss of jobs for large numbers of railroad em- 
ployees. 

The amendment proposed by S. 1287 to section 3 of the Natural Gas 
Act would do nothing more than provide a more definite standard 
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which shall be applied by the Federal Power Commission in passing 
upon applications seeking authority for the importation of natural 
as. The present provision that the Commission shall refuse to 
pprove an application only when it finds that such importation will 
not be consistent with the public interest provides the least clefinitive 
and the least restrictive type of a statutory standard. In my opin- 
ion, the present law is so general that it does not prescribe a sufliciently 
specific standard on which such applications shall be determined. 

Passage of S. 1287 would provide a muck. more specific statutory 
definition of the term “consistent with the public interest” by requir- 
ing that the Commission find that the importation of natural gas will 
not result in economic dislocation, unemployment or injury to any 
segment of competing fuel industries in the country. 

The Chesapeake and Ohio, of course, does not object to legitimate 
competition of any type. However, the importation of foreign natural 
gas into the territory in which substantial volumes of coal produced on 
its railroad are consumed could have broad and far-reaching conse 
quences, 

In supporting S. 1287, it is submitted that the Federal Power Com- 
mission should approve applications for permission to import natural 
gas only after a full consideration of the impact on domestic industry 
and employment. If it develops in any case that the requested impor- 
tation of natural gas would work hardship on domestic fuel indus- 
tries, such requests should be denied in the interests of the economy of 
this country. 

I have pointed out in my statement about this time last year, when 
we didn’t think business was very vood, we were loading around 20,000 
to 21,000 tons a year, and this year we have been running 10, 12 and 
15, and it looks like a great big week for us when we load 15. 

Senator Purrenn. Is that true of all of this year to late ? 

Mr. Brarerr. Yes, sir. 

Senator Purret.. That is not seasonal ? 

Mr. Brarerr. The last week was 15,784 cars: whereas the comparable 
week the year before was 20,000 to 21,000 cars, 

Senator Purreity. Was it an unusual week or a normal week the 
year before, this time of the year ? 

Mr. Brarrr. It followed the pattern of the weeks before and the 
weeks after. It ran along within 2,000 or 3,000 cars of each other, 
with an average of 19,000 or 20,000 cars a week. 

Now, recently the chamber of commerce sent a committee down to 
eastern Kentucky and the territory we serve down there. That is 
one of the No. 1 economic sore spots of the country right now, and a 
substantial volume of that coal moves north for lake cargo movement. 
If you do anything to further decrease the movement of that coal, 
things are going to be worse in that territory than they are now. 

Of course, this is sort of a chain reaction thing in an area as broad 
as southwest Virginia and south West Virginia and eastern Ken- 
tucky. The coal goes down, the business goes down in general, the 
communities go down, other traffic goes down, the value of our rail- 
road goes down considerably. 

Now, as I said, we don’t object to legitimate competition, but we 
have lost millions of tons on the east coast because of the dumping 
of foreign oils, and we are very alarmed that these foreign fuels that 
have come in there on what we think is not necessarily a permanent 
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basis. Now, Mr. Laing mentioned about a fuel policy. Of course, 
as you know, there have been stacks of records taken here, trying to 
develop a transportation policy, but there is one thing I think you 
would agree with me on, and that is that we can’t run this transpor- 
tation system on a standby basis; that is, we can’t have it ready for 
wartime needs or for even peak business needs if during certain 
periods we are going to lose our most lucrative traffic to oil that is 
dumped on the east coast or gas that is imported from Canada, that 
doesn’t look like it might be a permanent type of a proposition. 

We have people on one side of us telling us to fix up our railroad, t 
buy more cars, and really be ready in case of a national emergency, 
and on the other side we have competition from other forms of trans 
portation. Then on the other side we have competition with coal, 
which is taking our best business away from us. 

Senator Purtret.. Thank you for coming down, and thank you for 
cooperating. 

Without objection, I shall insert at this point in the record a letter 
and brief statement received from Mr. Frank Hefferly, president, 
district 15, United Mine Workers of America. 

The letter and statement are as follows: 

UNITED MINE WORKERS OF AMERICA, 
Denver, Colo., April 29, 1954. 
Hon, WILLIAM A, PURTELL, 
Senator, State of Connecticut, 
Senate Office Building, Washington 5, D. C. 

DeaR SENATOR PuRTELL: In response to your request in your letter of April 
22, 1954, concerning a hearing which has been scheduled on 8S. 1287 by the Sub- 
committee on Business and Consumer Interests, I am herewith attaching a 
mimeographed copy of a statement to be submitted to the members of your 
committee and given attention to in the hearing. 

In addition, we are mailing to you under separate cover the requested numbers 
of copies of the mimeographed statement for the use of the subcommittee and 
also a sufficient number for all members of the committee and the press. 

In the event that should circumstances arise over which we have no control 
and which may prevent us from being present at the hearing, Mr. J. E. Brinley, 
president of district 22, United Mine Workers of America (Wyoming and Utah), 
has been designated by the mine workers interested in coal in the West to 
speak for district 15, United Mine Workers of America. 

Sincerely yours, 
FRANK HEFFERLY, 
President, District 15. 


UNITED MINE WORKERS OF AMERICA, 
Denver, Colo., April 26, 1954. 
Senator WILLIAM A. PURTELL, 
Chairman, Subcommittee on Business and Consumer Interests, 
Senate Office Building, Washington, D. C. 

DEAR SENATOR PURTELL: We are advised that hearings have been scheduled 
for May 13 and 14, 1954, by the Subcommittee on Business and Consumer 
Interests of the Senate Committee on Interstate and Foreign Commerce. 

As you well know, Colorado has vast resources of coal and is especially inter- 
ested in maintaining its coal industry to the end that the economy of this area 
of the United States shall not suffer through the importation of natural gases 
from any outside source in direct competition to our home industry. 

It is well known that there has been a serious economic setback throughout 
the entire United States during the past year, and the coal industry in Colorado 
and New Mexico has indeed suffered greatly. Production of coal in Colorado 
and in New Mexico has shown a great decline in the past 17 years and par- 
ticularly in the last 7 years since the end of World War 2. For instance, during 
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the war years, Colorado had approximately 8,000 coal miners working an average 
of about 200 days per year. During the war Colorado produced an average of 8 
million tons of coal per year while during 1953 production dropped to 344 million 
tons. In Colorado alone, since 1944, 72 mines have been abandoned which em- 
ployed better than 4,000 men and produced approximately 5 million tons of coal 
per year. During the same period in New Mexico 12 mines have been abandoned 
which employed approximately 1,250 men and produced 214 million tons of coal. 
Mines that are abandoned rarely can be reopened. Much coal tonnage which 
is one of the main resources of the State is lost for all time. The coal industry 
in this area is a very sick industry at the present time and will be completely 
killed in the event some relief is not given by Congress to protect the industry 
itself. 

Importation of natural gas from Canada or any other foreign country would 
more or less sound the death knell of the coal industry in Colorado and New 
Mexico. There is enough coal underground which can be recovered cheaply 
to last this country for 2,000 years and certainly it would be of no benefit to the 
United States to kill off one of its own home industries in order to import natura] 
gas from a foreign country. 

The aforementioned figures have a direct bearing on the economy of these 
two States, since millions of dollars in wages are being lost by Americans and 
the influx of natural gas from Canada would bring nothing to the United States 
except poverty-stricken communities which formerly flourished under the coal- 
mining industry. We have ghost towns now in Colorado that can be compared 
with the metal-mining ghost towns of yesteryear. Raton, N. Mex., has approxi- 
mately 600 coal miners unable to find employment, which means that their wives 
and children are facing starvation in this great country of ours. They are exist- 
ing now, since their unemployment compensation benefits have run out, on 
surplus foods furnished by the United States Government. The same starvation 
condition exists in Walsenburg, Colo. and in Oak Creek, Colo. which were 
formerly great coal-mining communities, employing as high as 1,250 coal miners 
in each area; whereas now there are approximately 50 jobs in the mines for 
the workers around Walsenburg. At one time there were employed in the Oak 
Creek area, more than 1,300 miners, while today during the winter months, 
approximately 140 men find employment in the mines and during the summer 
months only 2 men remain employed in the industry. 

Certainly the greatest consideration should be given to these Americans who 
gave much during both wars and who now find themselves in a peacetime era 
with no jobs in their industry and there will be less, in the event the United 
States Congress does not do something to protect this industry. I am certain 
the Committees on Interstate and Foreign Commerce should take all these facts 
into consideration and press for legislation that will protect the most basic 
industry in the United States—the coal industry. 

As will be noted, during the war years or during any emergency time, the 
coal industry thrives because of the necessity of coal to carry on defense and 
wartime plants. Should this industry be threatened or annihilated by a lax 
attitude of the United States Government, then certainly we may become sitting 
ducks if and when we are engaged in another widespread war. 

We earnestly and respectfully urge your cooperation to the end that Senate 
bill 1287, which would protect, in some respects, the coal industry of the United 
States, is passed by Congress. 

Respectfully yours, 
FRANK HEFFERLY, 
President, District 15. 

We will now recess to reconvene at 10:30 tomorrow morning in our 
own room 16—G, which is at the Capitol on the fourth floor. 

I want to thank all of you for being so patient with us in these pro- 
longed hearings. You have been very nice. 

(Whereupon, at 5:15 p. m., the subcommittee recessed until 10:30 
a.m., Friday, May 14, 1954.) 
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FRIDAY, MAY 14, 1954 


Unrrep STATES SENATE, 

SuscoMMItTree No. 6 on Business AND CONSUMER INTERESTS 

OF THE COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 

Washington, D.C. 

The subcommittee met at 10:30 a. m., pursuant to call, in room 
G-16 of the Capitol, Senator William A. Purtell (chairman of the 
subcommittee) presiding. 

Present: Senators Purtell, Schoeppel, and Monroney. 

Also present: Senator Hunt; Bertram O. Wissman, chief clerk, 
and Robert L’Heureux, counsel. 

Senator Purrett. The hearing will come to order. 

Our first witness will be Mr. J. P. Fishwick, assistant general counsel 
of the Norfolk & Western Railway. 

Good morning, Mr. Fishwick. 


STATEMENT OF J. P. FISHWICK, GENERAL SOLICITOR, NORFOLK 
& WESTERN RAILWAY CO., ROANOKE, VA. 


Mr. Fisuwick. Good morning. 

May I begin, sir? 

Senator Purretu. Yes, you may. 

Mr. Fisuwick. I have a short statement which I would like to read. 

Senator Purretyt. We would be glad to have you do so. 

Mr. Fisuwick. I am J. P. Fishwick, of Roanoke, Va. I am now 
general solicitor of the Norfolk & Western Railway Co. I appear in 
support of S. 1287. 

The Norfolk & Western runs from Norfolk, Va., on the east, to 
Cincinnati and Columbus, Ohio, on the west, and serves the great 
coal-producing fields in West Virginia, Virginia, and Kentucky. ae 
year, it originated nearly 42 million tons of bituminous coal, or 9.: 
percent of the total bituminous coal production in the United States. 
Last year, coal accounted for 71.4 percent of our total freight tonnage 
and 58.6 percent of our total freight revenues. We have, therefore, 
a substantial stake in the transportation of coal and in the coal 
industry. 

We are seriously concerned about the prospective importation of 
Canadian natural gas. 

It is proposed that the world’s longest pipeline be constructed across 
Canada, just north of the Canadian-United States boundary, from 
producing fields in Alberta and Saskatchewan through Manitoba and 
Ontario to Toronto and Montreal. The line would have spurs jutting 
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southward across the border to important industrial and consuming 
areas in the United States. One of these spurs would extend from 
Winnipeg through Minnesota to Minneapolis and St. Paul. Another 
would extend from Toronto into the Detroit area. 

If these pipelines are constructed into the United States, they will 
make natural gas in large volume available in Minnesota, Wisconsin, 
Michigan, and the Great Lakes area. This natural gas will, no doubt, 
capture a large share of the domestic market. More important, how- 
ever, it will be poured into industrial and commercial markets on an 
interruptible basis during offpeak periods when the domestic demand 
is light. It will be sold on this basis at dumping prices with which 
coal cannot hope to compete. This will relegate coal toa standby role 
in markets extending over this entire area. 

These markets for coal are perhaps the most important of any 
served by the Appalachian coal fields and the Eastern railroads, 
neluding the Norfolk & Western. 

Eastern coal has already lost substantial ground in these markets. 
For instance, in 1948, 53.2 million tons of Eastern coal was dumped 
at Lake Erie docks for movement beyond by water to consuming 
points on or near the Great Lakes. By 1953, this movement had 
dropped to 43.7 million tons. 

The lake cargo tonnage of the Norfolk & Western in 1948 was 10 
million tons and in 1953, 8.5 million tons. 

In addition, very substantial tonnages of Eastern coal are moved 
into this area via all-rail routes. 

In 1948, 19.7 million tons of Eastern coal moved via the Great 
Lakes to Wisconsin, Minnesota, and the upper peninsula of Michigan. 
By 1952, this tonnage had declined to 11.4 million tons, a decrease of 
42 percent. In the meantime, natural gas originating in Oklahoma, 
Texas, and Louisiana had become available in Minnesota and 
Wisconsin. In 1948, natural gas consumption in these States was 
the equivalent of 2 million tons of coal. By 1952, it was the equivalent 
of D0 million tons of coal, an ll crease of L155 percent. 

Stated another way, in 1948 Eastern lake cargo coal provided 59.3 
percent of the heat and energy requirements of markets in Minnesota, 
Wisconsin, and the upper peninsula of Michigan; by 1952 it provided 
only 30.99 percent. In comparison, natural gas provided only 5.44 
percent of the heat and energy requirements of these markets in 1948. 
[t provided 13.92 percent in 1952. 

It is obvious to us that if surplus Canadian natural gas becomes 
available it will dominate competitive markets in this area, as well 
as other areas which it reaches. 

Coal production in the United States has dropped from over 630 
million tons in 1947 to 452 million tons in 1953 and a prospective pro- 
luction of about 400 million tons this year. 

On the Norfolk & Western, our coal tonnage for the first quarter 
of 1954 was down 11.3 percent as compared with the first quarter of 
1953. ‘This decline has occurred despite a growing demand for fuel 
and has been brought about by the replacement of coal by oil and 
latural eas. 

In 1948, bituminous coal supplied 51.4 percent of the total fuel 
and energy requirements of this country in competitive markets. It 
supplied only 35.4 percent in 1953. Meanwhile, oil and natural gas, 
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Which had supplied only 38.4 percent of that market in 1948, sup 
plied 52.0 percent of it in 1953. 

The railroad industry has invested at least $2 billion in facilities 
for the purpose of providing rail transportation based on an annual 
coal production of more than 630 million tons. These facilities are 
now being used to handle only about 400 million tons a year. 

If surplus Canadi: . natural gas is imported into the United States, 
there will obviously be a further substantial decline in our coal pro- 
duction and in the volume of coal handled by he railroads. In the long 
run, idle railroad facilities will inevitably result in more expensive 
railroad transportation for the general shipping public, just as idle 
coal mines will spell higher costs for coal consumers. 

Idle facilities also mean loss of jobs for our employees. As a result 
of the decline in our coal tr affic, there are on the Norfolk & West- 
ern’s payrolls today 2,500 less employees than a year ago. 

We believe that coal is an indispensable source of fuel and energy 
for our national economy and defense. We believe that the coal- 
hauling railroads, including the Norfolk & Western, are likewise 
essential. 

We submit that neither the coal industry nor the railroads can re- 
main in a position to discharge their essential functions in both peace 
and war if they are to be relegated, to an even greater extent than 
they are now, to an emergency, or standby, basis. 

It is not in the public interest to permit the importation of surplus 
Canadian natural gas when to do so will result in economic disloca- 
tion, unemployment, or other injury to competing fuel industries of 
the United States. 

We urge you to report favorably S. 1287. 

I thank you. 

Senator Purrett. Thank you. Mr. Fishwick. 

Senator Hunt, have you any comments or questions? 

Senator Hunv. I believe not, Mr. Chairman. 

Senator Purreity,. Senator Schoeppel. 

Senator Scuorrrer. Yes. 

Mr. Fishwick, just one thing: I note you show the coal tonnage de- 
cline and declining revenues on your road, which means that some- 
body is making some inroads on coal, which, of course, is gas and oil. 

Mr. Fisuwick. Yes, sir. 

Senator Scnorrren. You haven’t anything to do with this, but we 
may just as well have it in the record, because it is an historical fact. 
There have been some pretty important matters that have caused 
some of that shift. First, cheapness, fuel; secondly, cleanliness, and 
that may be an argument, but you can’t tie a Nation up in the coal 
industry and have people figure you have a stable source of material 
to goto. 

Mr. Fisuwick. Precisely. 

Senator Scnorrret. And hasn’t that contributed a whole lot to this 
rapid shift ? 

Mr. Fisuwick. Yes, sir. 

Senator Scnorrren. So, there are certain forces to consider? 

Mr. Fisuwick. Yes, sir. 

Senator Scnorrrer. That is all. 

Senator Purret.. [ have no questions. 

Thank you for appearing. 


{7633-—54 9 





124 AMENDMENT TO NATURAL GAS ACT 


Mr. Fisuwick. Thank you very much. 

Senator Purretyt. Our next witness is Mr. Edward Falck, consult- 
ing engineer of the Southern California Gas Co. and the Southern 
Counties Gas Co. of California, with offices, I believe, in Washington, 
D.C. 

Is that correct ? 

Mr. Fautcx. Yes, Mr. Chairman: it is. 

Senator Purreitt. Have you a prepared statement you have sub- 
mitted to the committee ? 


STATEMENT OF EDWARD FALCK, CONSULTING ENGINEER, SOUTH- 
ERN CALIFORNIA GAS CO. AND SOUTHERN COUNTIES GAS CO. 
OF CALIFORNIA, WASHINGTON, D. C. 


Mr. Fauck. I have a 3-page statement. 

Senator Purretn. Oh, yes; we have it. 

Mr. Fauck. Yes, sir. 

[ originally prepared a 3-page statement, Mr. Chairman, but hav- 
ing had the opportunity of hearing some of the contentions made yes- 
terday I added another 15 pages this morning to what I would like 
to say to the committee for its consideration. 

Senator Purreti. All right; you may proceed, Mr, Falck. 

Mr. Farcx. Thank you, sir. 

I would like to present the three page statement and then I would 
like to correct, by way of rebuttal, certain errors of fact and philoso- 
phy that were in the record yesterday. 

Senator Purrer.. All right. 
Mr. Fan K. First. I would like to say, for the benefit of the record, 
ny name is Edward Falck. I reside in Chevy Chase, Md. My office 

located at 1625 Eye Street NW., Washington, D. C. I am a con- 
sulting engimeer and have spent the last 20 years specializing in the 

eld of electric and gas utilities. 


| ors luated from Columbia College with a B. A. degree In L950) 
nd received a B.S. degree in 1931, and an M.S. degree in 1932 from 
Columbia School of Engineering. 
Krom 1933 to 1937, I was Director of Rates and Research for the 
Ter nessee Valley Authority. 
Fron L937 to 1943, I was spec inl assistant to the vice president, 


Consolidated Edison Co. of New York. 

During the war years, from 1941 to 1945, I was Deputy Director and 
later Director of the Office of War Utilities of the War Production 
board. During part of this period, I was also Executive Director 
of the Combined Production and Resources Board. 

Since 1945. T have been in private practice as a consulting engineer 
to electric and eas utilities, and I have also served as a consultant to 
various governmental agencies. 

During the period 1948-50, I served as Director of the Office of 
Energy and Utilities of the National Security Resources Board, and 
during 1951-52, I was consultant to the President’s Materials Policy 
Commission. 

] am a member of the American Economic Association, i merican 
Statistical Association, American Institute of Electrical Engineers, 
District of Columbia Society of Professional Engineers, Inc.. National 
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Society of Professional Engi neers, Siena Ni. American Gas Asso 
ciation, and Independent Natural Gas Association. 

Mr. Chairman, | received from the Oregon Commission and from 
the Washington Public Service Commission copies of communications 
that were sent to Senator Bricker in regard to this proposed legisla 
tion, and I would like to request that at some time those communica 
tions be included in this record. ‘I hey are, each of them, very brief, 
and I have copies of them here. 

Senator Purren.. Without objection, they will become a part of 
the record, 

Will you note the date and from whom they are received so that 
the re porte r will have that information? 

Mr. Fauck. Yes, sir. 

Senator Purre tt. They are probably on file with the committee 
how. 

Mr. FatckK. One communication is dated May 10, 1954, and is a 
te ‘legram addressed to Senator Bricker from Charles H. Heltzel, publie 
utilities commissioner of Oregon, and the telegram is in op position to 
the proposed legislation which, in the language of the commissioner, 
Is repugnant, 

The other communication is dated April 9, 1954, addressed to Sen 
ator Bricker, and it is from E. W. Anderson, chairman of the Wash 
ington Public Service Commission. It also respect fully urges that 
your committee not report this legislation favorably. 

Senator Purrew. |] hey shall become a part of the record, without 
objection. 

(The letters referred to nre as follows:) 





SALEM, OrEG., May 10, 195.4. 
Hon. JOHN W. BRICKER, 
Chairman, Senate Interstate and Foreign Commerce Committee, 


Senate Office Building, Washington, D. C.: 

Re Senate bill (Hunt) 1287. This proposed legislation is repugnant. Its 
passage would be just first step in a succession of retaliatory embargoes destroy- 
ing our foreign commerce and mutual faith. The matters to which the bill is 
purportedly directed can be handled by Federal Power Commission. We urge 
your committee report unfavorably. Respectfully yours. 

CHARLES H. HELTZEL, 
Public Utilities Commissioner of Oregor 


STATE OF WASHINGTON, 
WASHINGTON PUBLIC SERVICE COMMISSION, 
Olympia, Wash., April 9, 1954. 
Hon. JoHN W. BRICKER, 
Chairman, Senate Interstate and Foreign Commerce Committee, 
Senate Office Building, Washington, D. C. 

Dear Str: We understand the Hunt bill, 8. 1287, has been referred to your com 
mittee. It appears to us from an examination of the bill that its practical effect 
would be to prohibit the importation of natural gas. As a commission charged 
with the primary responsibility of protecting consumer interests, we do not feel 
that such legislation would be in the public interest. It is important that the 
Federal Power Commission retain the discretion, permitted under the Natural 
Gas Act, to weigh the effect of such importation in terms of its economic impact 
on consumers as well as on domestic producers of the same or other types of fuel. 

We, therefore, respectfully urge that your committee not report this legislation 
favorably. 

Very sincerely yours, 
BK. W. ANDERSON, Chairman 
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Mr. Fanex. Mr. Chairman, I would also like to distribute for the 
benefit of the comiittee certain maps, charts, and exhibits which will 
help give actual background and proof of the contentions that are 
included in the three-page statement which I have. 

Senator Purrett. How many do you have with you ? 

Mr. Fatcx. About 15 or 20. 

Senator Purreti. If you will leave as many as you can leave, we 
will have them available for the committe and in the committee room: 
but of course, because of this type of material which is costly to print, 
I think probably you would not prefer, and I think we would not 
pre fer, to have it pr inted in the record, unless you spec ifie ally request it. 

Mr. Faxcx. I will leave that up to the committee and its counsel as 
to whether it is sufficiently pertinent to the matter under consideration. 

Senator Purreuy. All right. We will do what we can. If we can 
have it printed, we will. If we can’t, the material will be available 
here in the committee room and each member of the committee will 
have it at his disposal. 

Mr. Faucx. I would like to describe briefly what is included 
these exhibits and what they purport to show. 

There is a map here of the system of the El Paso Natural Gas Co. 

Senator Scnorpren. Isthat Mr. K: uyser 's group ? 

Mr. Farcx. That is Paul Kayser’s system, and it shows the large 
and important pipelines which now exist from fai San Juan Basin, 
and also from western Texas, going in a westerly direction through the 
State of New Mexico and Arizona, to the California boundary. 

It also shows the large pipelines of Pacific Gas & Electric, Southern 

California Gas Co., and Southern Counties Gas Co., taking that gas 
fate the great markets in the San Francisco area and central California, 
the Los Ange ‘les area, and down to San Diego. 

The - r no question but that the large and growing markets in the 


State of California will easi ity absorb all of the additional gas sup- 
plies that may ever be found in the San Juan Basin, Calif., plus the 


markets in New Scia southern Colorado, and Arizona. 

In support of this, I have annexed to this exhibit population tables 
showing the historical population trend as reported by the United 
States Bureau of the Census from 1890 to 1950 and the census projec- 
tion for the year 1960 for 3 specific southwest States, that is, Cali- 
fornia, Arizona, and New Mexico: for 3 specific northwest States, 
Washington, Oregon, and Idaho; and for the 5 selected mountain 
States, and then for all 11 Pacific and mountain States taken together 

(nother exhibit shows the il crease in the number of gas consumers 
in the Pacific Southwest, which had grown in 20 years in California 
from 1,300,000 to 3,100,000, and similarly large percentage increases 
in Arizona and New Mexico. 

Another exhibit shows the supply and requirements in the State of 

‘alifornia and the great increase in the need for out-of-State g: 

There is a chart and a table on this subject, and the chart. aki 
that going right up through 1956, the requirements are expanding at a 
rate much faster than local supply can take care of them, so that there 
will be an ever-increasing future need for imports into the State of 

California from other natural gas supply areas. 

Another map or chart shows the San Juan Basin as a center, with 
radial circles extending out, each circle being 100 miles in radius greater 
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than the smaller circle, up to S00 miles, the natural market area for 
San Juan producers. 

This means that no producet *of gas in San Juan will ever be hurt 
by importation of gas from Canada because there is a large market 
within six or seven hundred miles of San Juan that will absorb any 
and all production available from that supply basin. 

The last chart and exhibit shows the indicated years of supply and 
estimated reserves in the United States, based on actual reported pro 
duction through governmental and association sources. The esti 
mated reserves are the reserves reported by the AGA committee on 
natural gas reserves. 

It will be seen that the indicated years’ supp rly in the United States 
had declined from 32 years in 1946 to around 23 years in 1952. ‘That 
is With the assumption of no adc lition: i] discoveries 

No one thinks that is a valid assumption. We all know that addi 
tions are being made to proved reserves every year. 

Senator ScHorrreL. I am glad to hear you say that because for 
the last 20 years, 25 years, every few years, somebody said we were 
going to run out of oil in the next 5 or 10 years. 

Mr. Fatcx. I ce rtainly, Senator, do not make that contention. We 
are not running out of oil and we are not running out of gas, but the 
evidence is clear that we need continued and even greater incentives 
for exploration and the development of additional reserves. 

We need price incentives and tax incentives, and we could also use 
any available reserves that Mexico and Canada might make available 
to us. 

Now, I am appearing before your committee today on behalf « 
Southern Counties Gas Co. of California. 

Nearly 614 million persons de »pend on Southern California Gas Co. 
and Southern Counties Gas Co. for natural gas service. During the 
year 1953 these companies purchased 182 billion cubic feet of gas from 
outside of the State. They depend on out-of-State sources for more 
than half of the total supply needed to render service to their custo- 
mers. The population of their service area is growing at a rate of 
300,000 persons annually, which is about the same as adding a city of 
the size of Rochester, N. Y., to their system each year. 

The southern California gas companies are vitally interested in 
obtaining natural gas as economically as possible. They recognize 
that the long-term “interest of their customers will best be served if 
adequate natural gas supplies are available to meet their ever-increas- 
ing needs. For this reason, the southern California companies are 
strongly opposed to the enactment of Senate bill, S. 1287. 

The effect of this proposed bill would be to prevent the importa- 
tion of gas from Canada into the United States. The proposed bill 
is apparently based upon the assumption that importation of natural 

gas from Canada would work an undue hardship upon companies 
re employees that are now producing, transporting, and marketing 
coal and oil in the areas in which the imported gas would be marketed. 
We are opposed to this bill on general grounds, and we are opposed 
to it specifically because it would have an peaaaei: and adverse 
impact upon our companies and consumers. 

In the first place, this bill, if enacted, would effectively prevent 
all importation of natural gas regardless of the public need therefor, 








128 AMENDMENT TO NATURAL GAS ACT 


since any mportation of 
quantity of coal or oil. 

This flat prohibition against importation of natural gas entirely 
ignores the principle of determining the public interest in terms of 
the great St good for the greatest number of people. 


gas could be regarded as displacing some 


In the typical case, the prohibition would deny benefits to a large 
number of our citizens in order to protect the interests of a relatively 
small number of people. Consumers would be denied a free choice 


in purchasing that fuel which would be the most economical and 
convenient for them. 

Natural was requirements in the lnited States are increasing 
rapidly und, despite very active exploration, the ratio of remaining 
recoverable reserves to annual production is declining. This is 
notably true of California, due to the combined effect of a very rapid 
population growth—53 percent in the 1940-50 decade—and a decline 
both in gas reserves and in supply available to utilities from Cali- 
fornia sources. Thus, prior to 1947, no gas was imported into Cali- 
fornia, but in 1954 approximately 58 percent of total gas receipts will 
come from out-of-State sources and this percentage must increase 
further if customers’ requirements are to be satisfied. 

California had a population of 10,586,000 at the 1950 census and 
by 1960 it is estimated that California’s population will exceed 
14,000,000, 

It is evident from the foregoing that additional importation of g 
into California from outside sources will be necessary. 

The reserves in western Canada are increasing quite rapidly and, 
within a few years, may become sufficient to justify construction of 
pipelines to California after the market requirements of Canada and 
Pacific Northwest States are satisfied. 

\ pipeline from the Peace River area in British Columbia to Cali- 
rhia would be ho longer than many pipelines how in operation in 
the United States. 

There a several applications for necessity certificates now pend- 
ing before the Federal Power Commission. One applic ation involves 
2 proposal to bring gas from the Peace River area in British Columbia 
and Alberta down to Vancouver. B. C.:; Seattle and Tacoma, Wash.: 
snd Portland, Oreg. An alternative proposal would bring gas to the 
Pacific Northwest States by means of a pipeline ta will obtain 
its principal gas supply from the San Jane Basin in New Mexico 


and Colorado. This San Juan Basin is today a very important 
source of gas for California. The San Juan Basin is much closer to 


the major California markets than it is to those in the Pacifie North- 
west, 


Since increased gas aoe ition into California will be necessary 


in future vears in order to meet expanding requirements, conflicts 
hetween California and the Pacific Northwest markets for San Juan 
gas can be avoided if Canadian gas is used initially to supply the 
Pacific Northwest and San Juan gas is continued as a source of sup- 
ply for nearby markets in New Mexico, Arizona, Colorado, and Cali- 
forn la. 

We believe that prohibition of importation of Canadian gas to the 
United States as contemplated by S. 1287 may cause an unnecessary, 
unjust economic loss to the owners of existing natural gas pipelines 
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_ plying California and to the consumers of gas in the State of 

‘alifornia. 

Mr. Chairman, I would now like to have the opportunity of mak 
ing a few remarks more or less in rebuttal to testimony that was 
received by the committee sea ay. 

During the last 10 years natural gas has expanded tremendously 
n the United States. In 1940 natural gas represented about 11 per- 
cent of the total energy from all mineral fuels ancl waterpower. 
In 1952 it had grown to 22 percent. During the same period of time 
coal declined from 53 percent of the total to 34 percent. 

There are many factors of cost and convenience that contribute 
and have contributed to the choice of particular fuels by the people. 

Free, open, unrestricted fuel competition has always been, and I 
hope always will be, the typical traditional rule in the America 
economy. 

Among the factors that affect interfuel competition are the cal- 
orifice or ene rgy content of the fuel, the relative efficiency in combus 
tion and the advantages and disadvantages, conveniences and incon 
veniences from using any particular fuel under given conditions as 
compared to any other. 

A third factor is quality and reliability of service. 

Finally, and one of the most important factors, is the price of the 
fuel 

ree, unrestricted interfuel competition is an ever-changing mat 
ter and is sub ject to unlimited variations in different regions ancl 
localities and at different times. 

Price differences have been one of the most compelling reasons for 
the great increase in —— gas use. In 1952 there were 18 million 
customers of natural ¢ which may mean 50 million people alto 
gether, or more. Tot . sabes amounted to approximately 50 millions 
of therms and total revenues amounted to almost $2 billion. By the 
end of 1952 natural gas was being distributed in 41 States. Almost 
a million customers are being added to utility gas systems each year. 

Construction expenditures in the natural-gas industry have been 
running around a billion dollars a year and have contributed greatly 
to the economic prosperity in the last LO years since the end of World 
War IT. 

During the last 10 to 12 vears the prices charged for coal and oil 
have increased sharply. 

Ina typical city, such as Detroit, Mich., oi] jumped 106 percent 
from 1940 to 1952, and coal jumped by more than 150 percent during 
the same period of time, whereas gas distributed in that city increased 
during the same period 14.8 percent. 

In other cities, such as Atlanta, Denver, San Francisco, and Kansas 
City the prices charged for natural gas actually declined. 

So, vou have a national picture of coal and oil prices doubling: 
natural gas prices going up a little bit, remaining stationary, or 
actually declining. 

Senator Scuorepre.. There has been a big rate increase sought in the 
Kansas City area, though, within the last 2 weeks. 

Mr. Farck. So I understand. 

There are a great many cities in the United States today where 
natural gas is cheaper than fuel oil and there are a few places where 
natural gas is cheaper than coal. 








130 AMENDMENT TO NATURAL GAS ACT 


Pak nto account the greater convenience in handling this high 
erade Tue md by high grade fuel ] mean natural as IS it any 
hnder that the people of the United States and especially the house 
wives have voted overwhelmingly in favor of natural gas in the 
el) al the basement ? 
Phe standards set forth in section 7 (e) of the Natural Gas Act are 
adequate, Mv Opinion, to protect the public interest, ana they have 
operated to rotect the publi interest since 1938 when the Natural 
(rn Let irst ¢ | 
| e Ie aera Powel Comm S10Oh now goes into every aspect ot 
pubir ( f ence and hecessity in considering appli itions for c¢ 
heat | require extensive direct testimony and extensive eross 
( ati on reserves, deliverability, engineering, constructions 
Osts, Ope ting expenses, financing, economi feasibility. markets, and 
( elit nd need or tl ‘ people bef re a certi ien e 1s eranted., 
(nvone affected by a proposed 1 atural-gas project has an opportunity 
Tf { { procees ‘ befor the Federal Powe (‘omn Ission. 
| ted Mine Wo ind the National Coa \ssociation 
ve freely and regularly availed themselves of that opportunity. 
‘] ) ! \ ably opposed To ¢ ich ae every new pipeline project 
und the ontentions in these certificate applications are substantially 
milar to the contentions that thev have made be fore th omuniittee. 
except Tor o ery puz ling exception, which, to me, is a paradox 
I the re { |? Clive Nort! vest Ccuses, the counsel for the N itional 
Coa \ssociatiol has repeated] cross-examined witnesses about 
Ly iling ppl es and idequate reserves and inadequate deliver- 
DITITY the San Juan area to meet the requirements on the system 
, ic Northwest Pipel nes Co. Notwithstanding the position 
he National Coal Association takes tl ere, they take What seems 
ie A ompletely opposite Positlol here in Opposition to nnportation 
Canadian gas to the same market On the one hand, they Say there 


1 


‘t+ enough eas in the San Juan Basin for the Pacifie Northwest 


irket: o e other hand, they say that Canadian gas should he 
embargoed for that same market 

| it. to me, 18 very puzzling, amhnda there Day be some exp! nation 
for it, of which IT am unaware. 


lt if embargo Ol Mnportatiol ot ] atural vas were applied to all 
petroleum products, including crude oil and refined products—by that, 
[ mean if the same principle of the Hunt bill were applied to petroleum 
products from Venezuela, the Middle East, and other areas of sup 


| , 
ply—in my opinion, it would jeopardize the national security of the 
United States and would have ruinous effects on the economics of this 


country 
The economic dislocation caused by the introduction of natural gas 
from a domestic field into a new area in the United States would be 
no different from the economic dislocation caused by the introduction 
into an area of natural gas imported from Canada or from Mexico. 
If the coal interests are sincere and wholly candid when they recom 
end this bill, the Hunt bill in its present form, which I think is only 
a first step, they would propose and should propose an amendment to 
the Natural Gas Act which would prohibit the Federal Power Com 
mission from certifying any interstate pipeline, irrespective of origin, 
because all of the arguments they testified to yesterday ap plied just as 
vas tanking from Texas or Kansas or Oklahoma into a State 


much to o 
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as they’do from the Province of Alberta or British Columbia into 
the State of Washington. 

Much of the testimony that has been given by the coal people has 
shown a gradual displace ment of coal by other fuels. ‘This has not 
been brought about by the import: ation of natural gas from Canada, 
nor has it been brought about by importation of gas from Mexico. 

Importations of natural gas from Canada are a negligible percent 
age of the fuel economy of the United States. 

a he real prob lems of the coal industry have come about because 
of the relatively high price of coal and the high cost of coal trans 
portation from the mine to the point of use as compared to the price 
and the cost of transportation of petroleum products including natu 
ral gas. In many places coal has been priced right out of the market. 

I believe that has h: appened in Kansas City, Senator. 

The contentions of the coal interests against natural @as are strik 
ingly similar to the conte ‘ntions made by the same interests against 
the de sve lopments of the nation’s hydroe lectriec resources. Notwith 
standing these contentions, the utilities, the people of the United 
States, and the Congress have gone ahead and developed economical 
resource projects. 

United States policy with respect to export of natural gas is essen 
tially the same as the Canadian policy with respect to the export of 
Canadian gas. In each case, gas is permitted by the sovereign country 
to be exported only when it is surp lus to the needs of the peop le in 
the exporting country. 

The Federal Power Commission has zealously—and, in my opinion, 
overzealously—safeguarded the needs and future requirements of the 
Panhandle along the Eastern Pipe Line Co. by repeatedly denying 
Panhandle’s desire to export gas into southern Ontario which is greatly 
needed up there; but as far as policy is concerned, the policy of the 
United States Government has always been to restrict exports of 
natural gas across the Canadian border until a full showing has 
been made that that gas is not needed for the communities and States 
along the route of the pipeline. 

Senator Scnorpper. Mr. Chairman, if I may interrupt there, there 
is the most important thing that has to be taken into consideration. 
By and large, I think the Federal Power Commission has done a very 
good job in that respect because, as it has been so repeatedly shown, 
growing communities within close proximity or reasonable proximities 
to these fields, with long-term contracts of public service character, 
ure depe ndent upon that long-term sup ply; and if it ever comes to 
the time that the Federal Power Commission can say to the State of 
Kansas, Missouri, or Texas, some of these actual produc ing States, 
“No, you can’t restrict the use, the taking from ihe fields, but vou 
must keep the pipeline up to capacity, irrespective of what you people 
need along here in future contract needs.” then we are in a sad state 
of affairs. 

That is the reason why, as long as I am here, which may not be so 
important, I am going to see that all State laws, regarding the taking 
from those fields and protecting the States, the industries there and 
the munic ipalities there, should always be safeguarded: and when 
the Federal Power Commission or the Federal Government in rela- 
tion to these things do those things, then we are getting a balanced 
consideration. 
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Mr. Farcx. I agree with everything you have stated, Senator 
Schoepp 

In the particular case to which I sage I didn’t want to take 
the committee’s time up, but in order to larify my position- -the 
proposed export at Detroit was of summer gas only that was surplus 


gas above the firm 1 requirements of distributing companies along the 
line. 

Dian Oo ill of the dis USSIONS vesterday I heard not one single word 
ibout the cost of fuel to the customer, to the American consumer. 
No one me oan how much it costs to cook with eas, to cook with 
coal, to cook wit] } oil, or to cook with electricity, or to do A job of 


vaterheat gy or househeating, nor was there any mention of the cost 
yindustry of different fuels. 

\ flat prohibition against the importation of natural oas into the 
United States would undoubtedly contribute greatly to increased 
osts of fuel to American people in many locations were the use of 
uch natural @as would be more economical] than the use of any other 


Even the ra lroads have sv itched from coal to deisel oil for their 


ocomotives. 


We cannot afford, by leg lation, to force American industry into 
uneconomic fuel utilization. It woul lc ause & major economic catas- 
trophe in the United States, in my opinion, if we sought to legislate 


which fuel and how much should be used by every home, store, office 
or factory, railroad, truck, bus, airplane, and ship. We would have 
the Government and Congress operating a fantastic, large, and inor- 
linately expensive bureau, making findings as to allocations of fuel 
tO «a flerent groups, different communities, different kinds of con- 
lmers that would make the OPA or the OPS seem like ( hild’s play 
OmMpal SO] 
enator Purretn. Actually, of course, this bill. this proposed bill, 
doesn’t at all indicate that. It is simply a question of importing gas 
from Canada or from Mexico. 

That is ill this bill covers, as I read it. 

Mr. Fancx. Well, sir. there has been a long movement, Mr. Chair 
man, over a period ¢ »f more than 10 years by many of these same 
nterests that are supporting this legislation to deve lop what they eall 
a national fuels policy, and such a national fuels policy conte mpl: ites 
the kind of allocation which I am suggesting here, the kind of deter- 
mination, either by Congress or by one of its creatures, a quasi-judicial 
bureau. like the Federal Power Commission. to ¢o in and make the 
determinations as to who should get coal, who should get gas, what 
would be the best end use; and this is an end-use bill, when it talks 
about the criterion being economic dislocation of a competing indus- 
try. It isa bill to suppress competition and to control end use. 

Yesterday there was a good deal of testimony about national secu- 
rity. As the committee knows, there are m: iny electrical interconnec- 
tions between the United States and Canada. I will mention only 
three: The intertie at Niagara Falls; the intertie between Detroit and 
the Hydroelectric Power Commission of Ontario, which was ap- 
proved by this committee and by the Senate in the form of a bill in- 
troduced by Senator Potter within the last 12 months; and the con- 
nection between the British Columbia Electric and the Northwest 
Power pool. 
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I had some experience with these international interties during 
World War II when I was Director of the Office of War Utilities of 
the War Production Board. 

At Niagara, Niagara Falls, an increased diversion of the river was 
permitted during wartime so as to create additional firm power, 
which was allocated to war industry. 

There was never at that time any question of interruption or cur- 
tailment. All of that planning was coordinated very, very carefully 
through the Combined Production and Resources Board, and it was 
the decision of policy at the highest military level to coordinate the 
production and the use of electric power and fuel and scarce raw 
materials, such as steel and aluminum. 

Canada and the United States fought that war together and there 
Was never any question that the national security of the United 
States would be jeopardized because we were using Canadian hydro- 
electric power on the Niagara frontier. 

The trouble with much of the argument with respect to the effect 
of bringing natural gas into the United States is that it is assumed 
that natural gas would displ: ice coal primarily. ‘This is not so in the 
city of Seattle, for example, for a survey which was made and is the 
subject of evidence in the Pacific Northwest case shows that today 
78 percent of the people in Seattle are not using coal. They are using 
oil. Coal supplies something less than 14 percent of the public in 
that city today, so that bringing natural gas in there would have a 
greater impact on the use of oil for house heating than on the use of 
coal. 

The displacement of coal will be negligible because the cost of gas 
delivered to the city gate would generally be greater than the cost of 
coal and also because very little coal is now being used in the Pacific 
Northwest and in California. 

Oil is more necessary for war production and military use than nat- 
ural gas, anyway. It follows that natural gas may contribute to 
freeing oil for potential war production and military use if we have 
another emergency. 

I would like to say that I do agree with one sentiment expressed 
yesterday by Mr. Moody. We may some day arrive at the point 
where existing natural-gas pipelines are used to transport low-cost 
gas derived from coal, ‘and that is what I think the coal indus try 
might. well turn its attention to rather than to try to achieve results 
through what I think is a type of restrictive legislation. If they 
would put more energy into research and development in order to 
find ways and means 7 making coal more marketable, cheaper to pro- 
duce, and easier to use by the customer, I think they might find a way 
back into the coal markets that they have lost. 

If the principle of the Hunt bill were carried to its logical conclu- 
sion, it would make the same standard applicable to all interstate 
transport: ition of gas regardless of the p lace of or igin. 

I don’t think the chairman and the members of the Federal Power 
Commission could overlook what seemed to be the clear intention of 
Congress if Congress enacted this bill—the same matters of economic 
dislocation and employment and injury to other fuels. They would 
have to, as public servants, be guided by this standard, not on imports 
but just generally. They would have to try to discover, by reading 
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and rereading the language of this bill, just what did Congress have 
in mind, and I think it would just end the flow of natural gas. The 
only people who would be permitted to enjoy the blessing of natural 
vas service would be those people fortunate enough to live ina State 
uch as Kansas, Oklahoma, or Texas, where natural gas is produced. 
The people in the great consuming States, including New England, 

Middle Atlantic States, and the Northwest, would be wholly de- 
prived of natural-gas service. 

I just can't conceive that Congress would enact any such legisla 
tion where the long-term effect would be to bring about this tragic 
result : and, if so, T think the measure would be repealed very shortly 
when its repercussions were fully felt. 

Senator Purreitut. Of course, you are anticipating something that 
isn’t in this billat all atthe lar time. 

Mr. Fauckx. Well, Mr. Chairman, I would like to say this bill, as 
it is presently written coh | not set up a permissive standard, under 
which the Federal Power Commission might approve one proposed 
pipeline from Canada and disapprove another project. This stand- 
ard, as set up in this bill, would force the Federal Power Commission 
to deny every application of any kind for the importation of gas, be- 
cause you can’t import one cu - e foot of natural gas without ‘hi aving 
ome dislocation to compet il og fuels. 

Senator Scnorerren. That is taking an ultra, ultracritical view of 
this thing, don’t you think? 

Mr. Fatex. Well, sir, I have read the language. I have discussed 
t with attorneys. I am not going to discuss the legal aspects of the 
case. I understand Mr. Scott Hughes of the Inde} vendent Natural 
Gas Association, who is chairman of their legal einai, will 
address himself to the legal aspects: but this language to both the lav 
man and a lawyer, and everyone I have discussed it with, has the 
effect which I have described. 

In closing, I would just like to say that the great and phenomenal 
progress that has been made in the United States and which is the 
envy of the entire world has been the product of two great guiding 
principles—free enterprise and unfette hi ‘d technological progress. To 
propose stopping of technical development in order to avoid any dis- 
location of things as they are is completely foreign to American ideas 
of economic progress. 

The electric utilities and electric manufacturers in the United States 
have been working for the last 40 years on technological improve- 
ments of furnace and boiler design and operation in order to reduce 
the consumption of coal per kilowatt-hour produced. The success 
they have had in decreasing the unit fuel consumption has been re- 
flected in lower cost of generation and savings to electric customers. 

Actually, economic dislocation is a very tricky subject. When 
costs are reduced through improved efficiency, there may be a tem- 
porary reduction in the market demand for raw material, but the 
increased stimulation to sales may eventually cause a widening and a 
broadening of the market, so that the use of the particular raw mate- 
rial rather than being dislocated or displaced is actually increased. 

That has actually happened by the efforts of the electric utilities 
and I think it is important for the committee to dwell on this par- 

ticular matter. 
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In 1920 it took 3 pounds of coal per kilowatt-hour. In 1940 it was 
1.3 pounds, and in 1950 it was 1.1 pounds per kilowatt-hour to produce 
electricity. 

If the dislocation of coal were used as an argument against techno- 
logical progress, people would say, “Well, you can’t improve boiler 
design and efficiency because it means a lessening of the demand for 
coal,” 

Actu: ally, just ‘the opposite has resulted. In 1920 the electric 
industry burned 31 millions of tons of coal, and in 1952 107 millions 
of tons of coal, so an the increase in and improvement of efficiency 
doesn’t necessarily destroy the market for the raw material which 
is temporarily displaced. “It may broaden the market for everybody. 

I sincerely haloes that low-cost natural gas will act as a stimulus 
to the economy of this country, to the end result—it may take a little 
time—that more gas, more oil, and more coal will be used by our over- 
all fuel economy, and to suppress one fuel because of the mistaken 
notion that that will help maintain a market for another fuel, I think 
is a tremendous mistake of economic policy ; and, I, therefore, strongly 
urge your committee to give consideration to these answers to the 
contentions that were made yesterday, and I think this bill ought to 
be put back for further study and research before even this subecom 
mittee acts on it, and I recommend against it. 

Thank you very much, 

Senator ScuoerpeL. This bill hasn’t got out of this committee vet. 
That is what we are doing with this series of hearings. 

Mr. Faucr. Yes, sir. 

Senator Purrern. And from what you saw yesterday, I think it 
would be evident, as I remarked yesterday, that it is going to take a 
great deal of deliberation. 

We want to thank you very much. 

Senator Schoeppel, have you any other questions or comments? 

Senator ScHorrren. No. 

Senator Purrett. Senator Monroney. 

Senator Monroney. No questions. 

Mr. Fancx. Mr. Chairman, may I ask one more leave / 

Yesterday reference was made to a letter addressed to the Chairman 
of the Federal Power Commission from the Director of the Oftice of 
Defense Mobilization on this subject. 

Senator Purrei. That is correct. 

Mr. Farcx. I have copies of that corre spondence here, and I would 
be ol: . to sup ply them to members of the committee, and I hope the 
letter will be incorporated into the record. 

Senator Purreiy. It will be very helpful to us to have it. We did 
ask for it yesterday. We will receive it now and it will become a part 
of the record. 

Mr. Faucx. I believe you asked Mr. Gatchell for it. 

Senator Purreti. That is correct. 

Mr. Fauck. He isa very busy man. 

Senator Purreny. Yes. 

Mr. Fatcx. Thank you very much. 

Senator Purren:. Thank you, and again thank you for a very illu 
minating presentation. 
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lhe letter referred to is as follows:) 


DECEMBER 5, 1952. 
HOMAS CB | 4 


( ’ an. Federal Power Con ssion, Washington, D.C 


Drak Mr. BucHANAN: The Munitions Board on January 26, 1952, wrote to 
the Office of Defense Mobilization that it had long been concerned by the depend- 
ency of the Pacific Northwest area on fuel shipped in by tanker 


Mr. Small, Cl rman of the Munitions Board, pointed out that the provision 
of natural gas available in Canada to the Pacific Northwest would meet an exist- 
ng economic need and would be strategically desirable in the event of hostilities. 
The State Department, in supporting the position of the Munitions Board, indi 
ted the felt that use of Canadian natural gas be in the interests of the best 
St * the resources of the two countries in the light of economic as well as 
After scussion with the terested agencies, Mr. Charles E, Wilson, former 
Director of the Office of Defense Mobilization, on March 31, 1952, wrote to the 


Secretary of the Interior and asked that the Department of the Interior provide 
him with a factual analysis of the present and future fuel supply and require- 
ments of the Pacific Northwest 


On August 29, 1952, the Secretary of the Interior transmitted, under covering 


etter, a report to the Office of Defense Mobilization on energy requirements and 
supp n the Pacific Northwest. The Secretary’s letter said, in part, “Hitherto, 
t} 1 


e energy economy of the Pacific Northwest has been based on low-cost native 
} oelect power and on California fuel oil. The data developed by this sur 
gorous economic growth, and for an 
mproved security position, additional, alternative fuel supplies should be 








ve lemonstrates that for continued, 





ecretary of the Interior went on to point out that the Pacific Northwest 
t remaining area of the United States without natural-gas service. He 
added that the construction of an adequate natural-gas pipeline and certain other 


steps i broaden the mobilization base of the regional defense industries. 
Finally, he said that the Department of the Interior study “shows that defense 
vilian considerations favor governmental action through the Federal Power 


Commission or otherwise, to further the importation of natural gas into the 
Pacific Northwest at the earliest possible time, either from inside or outside the 


Among other things, the report of the Department of the Interior stated (1) 
i ti f natural gas to the Pacific Northwest will be reflected in a 


l 


g of r 7-2 tankers, (2) the danger of hardships on householders and 
f e industries, in wartime, in the event of interruption of fuel 
uld be considerably reduced, (3) industrial plans would be pro 


de th an alternative means for continuing in operation even if they should 

be deprived of a substantial portion or all of their original energy base, and 

j the possible burden on rail transportation in wartime would be substan- 
v ed 


gas, if sufficiently low in cost, could be used to provide 





lby ‘oduction of electricity to balance the power grid in the 
N uce its present overwhelming dependence on hydroelectric 
OWT hic] ow result recurring fuel shortages in years of inadequate 
I fa r is er) j ince to the nickel mining and aluminum 


The DPA Deputy Administrator for Alu- 
to me that the total power needed for the 
ction today is about 800,000 kilowatts of 
i power All interruptible power was 

ff in September of this year and even firm power was cut 10 percent in 
November He pointed out that aluminum production would benefit indirectly 
f e introduction of natural gas insofar as it results in firming up hydro 
al thermal plants are built 






1e 


1 
Re ntlv I discussed the natural gas supply situation informally with the 


Ca ] Minister of Defense Production, Mr. C. B. Howe He emphasized 
hat both the Provincial and Federal Governments in Canada felt that they 
had taken prompt action to permit the supply of natural gas to the United 
States and indicated that the next step was up to the Federal Power Commis- 
I asked Mr. Howe to provide me with the latest and more definitive 

I reserves in the Peace River area of Alberta and 
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Mr. Howe, through his representative in Washington, has kindly supplied 
this information. It is as follows, “The Hume-Ignatieff report estimated the 
reserves of the Peace River area as of August 31, 1952, at 1.6 trillion cubic feet 
for British Columbia and Peace River Alberta at 0.9 trillion cubic feet, or a 
total of 2.5 trillion cubic feet. 

The substance of the Alberta Conservation Board pronouncement of March 
29, 1952, was that 0.2 trillion cubic feet of the Peace River area of Alberta 
should be set aside for local requirements. This leaves 0.7 trillion cubic feet 
vailable from Peace River, Alberta, and still 1.6 trillion cubic feet available 
from Peace River, B. C., for the west coast transmission pipeline, or a total 
of 2.3 trillion cubic feet. 

it is estimated that roughly 20 percent of the put-through of the West Coast 
transmission line would be for the British Columbia market, mostly greatet 


Vancouvei If this percentage is applied against the reserve estimate of Aug 
ust 31, gives a figure in the order of 1.8 trillion cubie feet as available for 


the United States market 

Since the Hume-lIgnatieff report of August $1, there have been significant 
additions to the reserves of the British Columbia-Alberta Peace River area 
Present evidence suggests that a further 0.5 trillion cubic feet has been prover 
bringing the total as of now to 3.0 trillion cubie feet which, of course, would 
mean about 2.3 trillion cubic feet available to the United States market.” 

It is my understanding that hearings on applications for transmission « 
hatural gas for the Pacific Northwest were initiated by the Federal Powel 
Commission and subsequently discontinued but are to be reconvened in the 
near future. As you know the construction season in that area is relatively 
short. Time is important if work is to go forward next summet! his let 
ter is intended to emphasize the defense importance that the Ottice of Defense 
Mobilization and other interested agencies of the Government attach to the 
rapid introduction of gas to the fuel-short Pacific Northwest In this con 
nection, I would like to inquire as to what the Commission’s general inten- 
tions are with regard to resumption of hearings 

Sincerely yours, 
Henry H. Fow er, Director. 

Senator PurreLtt. Our next witness Mr. Harold Say, manage 
of the Washington office of the Portland, Oreg., Chamber of Com- 


merce, 


STATEMENT OF HAROLD B. SAY, MANAGER OF THE WASHINGTON, 
D. C., OFFICE OF THE PORTLAND, OREG., CHAMBER OF COMMERCE 


M ; SAY. Mr. Chairman, iy hame is Harold B. may. I ani tiadhi 
iger of the Washington office of the Portland Chamber of Com- 
merce, located at 1737 H Street NW., Washington, D. C. 

I would like to ask one question before L proceed with my very short 
fatement., 

Senator Purrety. You are at liberty to do so. 

My Say. Senator, the Pacific Northwest Trade Association, whi 


Ss con posed ot chambers ot commerce and boards of trade of Ore ron, 


Washington, British Columbia, Alberta and Ala ka. has telegraphed 


vour committee some time back mn Opposit1lon to th bill, und \ir 
Carvel Linden, its president, expected to be here, could not come, and 
he asked that I represent the association as well as our chamber at 
11S Se QO} 
[ have a wire as his authorization for me, and I would like to speak 


for both groups. 

Senator Purretn. Our record will so show 

Mr. Say. Thank vou, sir. 

I see no reason for burdening you with a long reading ot a short 
statement that I have here, other than to highlight it, unless vou would 


like me to read it, Senator. 
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Senator Purret.. We would like, and what we want is, all the per- 
tinent information that we can have that will help us in discussing 
and then deciding this matter. So, don’t feel you are limited as to 
time. We would like to avoid, where we can, repetitious testimony ; 
but since your statement is brief, I think we would like to have you 
read it, if vou would. 

Mr. Say. I will read it, Senator. 

After a thorough study of this bill by our industries comunittee, 
our board of directors went on record as opposing this legislation on 
May 1d, 1953. 

Our region has strong commercial ties with Canada and particularly 
with British Columbia and Alberta. Canada is the best customer 


of the United States, and conversely this Nation is its best customer. 
| cs typ of legislation is against the vood-neighbor policy of our 
country, as it would set up inadequately defined regulations which 


would tend to restrict the normal unport or export of natural eas 
from our country to or from Canada and Mexico. 

We are certain that additional particulars as to these definitions 
will be covered by other witnesses against this bill, and we will not 
burden you W ith extending our testimony on this line. 

Oregon and Washington have no gas or oil reserves and the coals 
of the region are of minor importance from the standpoint of supply- 
ing the residential, commercial or industrial fuel needs of the area. 
At the present time this area is primarily dependent on fuel oil deliv 
ered to the Northwest from California and other points, principally 
by tankers. This area needs additional sources of fuel if the region 
is to take advantage of its many natural resources to grow and expand, 
provide employment for our increasing population, and to protect 
tself in the event that any future catastrophe might cut off our sup 
ply of oceanborne fuels. 

The Federal Power Commission is now considering several applica 
tions for the construction of natural gas pipelines to the Pacific North- 
west. Inasmuch as the Federal Power Commission may find that the 
most economic source of gas supply for Oregon and Washington is 
from British Columbia and Alberta, the restrictions proposed in this 
bill seem very inappropriate at this time. 

If it is domestic coal that this bill proposes to protect, it would be 
ineffective as far as the Pacific Northwest is concerned for ‘the reason 
that if Canadian gas is not piped into our area, natural gas from the 
southwestern area of the United States unquestion: ably will be. 

Finally, our organization believes that this area should have the 
privilege of obtaining its fuel supplies from the most economic sources 
from which they can be obtained and this type of restrictive legisla- 
tion could possibly militate against the growth of this area if it were 
adopted. 

I hope this committee will keep our views in mind in the considera- 
tion of this legislation, for we feel that this bill, in its present form, 
should not be adopted. 

That is the extent of the statement, Mr. Chairman. 

We have a resolution which was addressed to this committee last 
year and which was reiterated by our board of directors, the board 
of directors of the Portland Chamber of Commerce at its meeting on 
April 16, 1954, when it reaffirmed the following resolution originally 
approved on May 15, 1953, with respect to Senate bill 1287: 
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Our region has strong commercial ties with Canada and particularly with 
British Columbia and Alberta. Canada is the best customer of the United States, 
and conversely this Nation is its best customer. Senate bill 1287 is against 
the good-neighbor policy of our country, as it would set up inadequately defined 
regulations which would tend to restrict the normal import or export of natural 
gas from our country to or from Canada and Mexico. 

Oregon and Washington have no gas or oil reserves and the coals of the region 
are of minor importance from the standpoint of supplying the residential, com 
mercial, or industrial fuel needs of the area. At the present time this area is 
primarily dependent on fuel oil delivered to the Northwest from California and 
other points, principally by tankers. This area needs additional sources of 
fuel if the region is to take advantage of its many natural resources to grow and 
expand, provide employment for our increasing population, and to protect itself 
in the event that any future catastrophe might cut off our supply of oceanborne 
fuels. 

The Federal Power Commission is now considering several applications for the 
construction of natural gas pipelines to the Pacific Northwest. Inasmuch as 
the lederal Power Commission may find that the most economic source of gas 
supply for Oregon and Washington is from British Columbia and Alberta, the 
restrictions proposed in this bill seem very inappropriate at this time 

Finally, our organization believes that this area should have the privilege 
of obtaining its fuel supplies from the most economic sources from which they 
can be obtained and this type of restrictive legislation could possibly militate 
against the growth of this area if it were adopted. 

Therefore, our organization is unalterably opposed to Senate bill 1287 and 
urges the Senate Interstate and Foreign Commerce Committee to withhold 
approval of this bill. 


Senator Purret,. Have you any additional information you wish 
to place before the committee ? 


Mr. Say. No, sir, not unless the committee desires mething 
further. 

(ur feeling on this Is just basie. We just don't think it is the right 
kind of legislation. 

Senator PURTELL. Senator S¢ hoeppel, have vou any comments oO 
question é 

Senator Scnorrre.. [| can see your point of view in that great 
Pacific Northwest. Of course, you wouldn't want the southern sec 


tions of the North and South Hemispheres to move all the fruits and 
ll the nuts and everything you people raise up there and get into 


the market indiscriminately, would you 4 
Myr PAT. | con't know, Senator. We have nt little business ot 
filberts out there 


Senator Scnorpren. I have heard Senator Morse say something 
about that. 

Mr. Say. You have heard about that. 

| suppose our people would be glad to have i complete bar on 
filberts. They would vet about 50 or 60 cents a pound on them, then, 
instead of 15 or 16, which is about two cents above production costs. 

We have gone on record as—— 

Senator Scnorrre.. But the point I am making is that there should 
be a balance of these things in protecting the economies which have 
crown up in the country, with progressive development as needed. 

I can see where, if there should be great reserves found in Canada, 
and it is perfectly possible, and I hope they are there, for this oreat 
developme! t of this Western Hemisphere. it must certainly be 
approached from the standpoint that the domestic economy of this 
country, the investments, to a degree, have to be protected, keeping in 
mind now the overall public interest and the price to the ultimate 
consumers, and all that: and whether we need this type of restrictive 


1763! 54 1") 
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leg slat 


on or not, the Senator from Kansas hasn’t made up his mind 
nit, but it is a matter that we are going to have to pass on, obviously, 
is a legislative matter, and we do have to take into consideration a 
lot of factors in here, so that I do not think we can have hard and fast 


i | ] ] 
l i} riqiad feCOISLATIO 


Mr. Say. Well, that is this committee’s problem, of course, Senator. 
We |] e seehna lot of things in fuel. 


I 


When I was a youngster, out 
in Oregon. we used to buv cordwood at $6 a cord or thereabouts, 
and today, with cordwood at $16 and S18 a cord, they don’t burn 
cordwood. They burn oil. 
We cde t bur more than 40,000 tons of coal a year In the whole 
letropol tan area. It is a very minor fuel item today. 
Senator Scnorrpre.. It is a great fuel oi] consuming area up there. 
Mr. Say. That is right. 
Senator Purren.. Senator Monroney. 
Senntor Monroney. I believe you said Canada was one of your 


best stomers from the Pacific Northwest: is that true? 
Mr: Say. It Is, "enator. I can't give you oul data on trade. If you 
want me to dig it Up, I can. 


nator MoNRONEY. No. 


\r. SAY. 13 it thev are also some of our worst competitors on lumber 


nal other things. too. However, we still get along with them. 
Senator Monroney. But. as I understand it, Canada is perhaps the 
ooest porter of American products that we have. 

Mr. Say. I think it is, sir. 


Senator Monronry. And usually she buys more from us than we 
uy from her, and I am Just wondering if this bill not only presents 


fuel problem but also a problem in what happens to our best 


ustomer. 
If we. in keeping with our tradition and history of raising trade 
irriel and this could be construed, I think, as a trade barrier, 
nee it is not objected to apparently by the gas people but by another 
fuel bring about a chain reaction of trade curtailments on their side 
ot the horder, which histori ally those things have done, | wonder if 
wel L\ not be risking more than we would be waining. 
Mr. Say. I think that is the reasoning behind my board’s action, 


that. it ot only the item of this fuel, that we hope to get a little 
heaper gas, but it is the whole basic business of not having unneces 
irv ba ers and having all the business we can between the two areas. 


Senator MONRONEY. That is all | have. 
Senator Purrer.. Thank you very much. 

Mr. SAY. Yes, sir. 

Senator Purreitn. Our next witness is Mr. Scott Hughes, chairman 
of the legal committee of the Independent Natural Gas Association, 


wit! PAc irters 11 Washington, D.C. 


STATEMENT OF SCOTT HUGHES, CHAIRMAN, LEGAL COMMITTEE, 
INDEPENDENT NATURAL GAS ASSOCIATION, WASHINGTON, D.C. 


Mr. Hueuers. Mr. Chairman, gentlemen of the committee, I have 
\ shi rt paper, whi h | think has already heen delivered into the com- 
mittes channels. 


Senator Purretu. Yes: we have it. 
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Mr. Hvuanes. My name is Scott Hughes. I am chairman of the 
lezal committee of the Independent Natural Gas Association of Amer- 
ica, on Whose behalf I appear. This is a voluntary nonprofit asso 
ciation with membership of approximately 1,900 individuals and com- 
panies engaged in all phases of the nature al gas indus try. Among this 
membership are included producers, pipelines, distributors, land and 
royalty owners and others. 

This association opposes the enactment of S. 12 In all respect 
to the author of the bill, we believe its purpose aa practical effect 
would not only be inimical to the principles embodied in the Natural 
Gas Act but that it would impinge upon the broader field of inter 
national trade policy of the United States. 

S. 1287 would amend section 3 of the Natural Gas Act by inserting 
after the first sentence the following: 

It shall not be deemed to be consistent with the public interest to authorize 
the exportation or importation of natural gas in any case where the Commis- 
sion finds that such exportation or importation will result in economic disloca- 
tion, unemployment or injury to competing fuel industries of the United States. 


The practical effect of the proposed amendment would be to pro- 
hibit trade with friendly nations by_circumscribing the regulatory 
duties and authority of the Fede ral Power Commission. 

The only feasible method of natural-gas transportion yet devised 
being by pipeline, technical, and economic factors would limit the im- 
pact of the proposed amendment to the only foreign countries 
affected, being Mexico and Canada. Thus, the ame ndment proposes 
trade barriers with these friendly countries without any regard to the 
effect of these barriers upon the United States’ overall economic and 
security interests. 

Under this bill the Federal Power Commission would be required 
to refuse authority to either export or import natural gas wherever 
there was a showing establishing injury, however slight, to a compet- 
ing fuel industry. This would be a virtual prohibition against any 
exportation or importation of gas, because with few exceptions it is 
impossible to serve a customer who has not been either receiving the 
same type of fuel from others or receiving fuel of a different type 
from competitive fuel suppliers. 

It would perhaps be well to review briefly the present law covering 
importation and exportation of natural gas and its relation to other 
parts of the Natural Gas Act. 

The poli Icy of C ongress with respect to Federal regul: ation of certain 
activities in the natural-gas industry is set forth in section 1 (a) of the 
Natural Gas Act of 1938, the last portion of which states: 

that Federal regulation in matters relating to the transportation of 
natural gas and the sale thereof in interstate and foreign commerce is necessary 
in the public interest. 

The emphasis in this declaration of police y by Congress and through 
out the act is on the term “public interest.” This is the broad, over- 
riding characteristic apparent in every section of the Natural Gas 
Act. 


Section 7 of the act contains the requirements for obtaining certifi 


cates of public convenience and necessity which must be obtained 
prior to construction or extension and operation of facilities in c¢ 
merce between the states. 


til- 
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Section 3 of the act contains those provisions relating lo exporta- 
tion and importation of natural gas and reads as follows: 


\fter six months from the date on which this Act takes effect, no person 
shall export any gas from the United States to a foreign country or import any 
natural gas from a foreign country without first having secured an order of the 
Commission authorizing it to do so. The Commission shall issue such order 

pon application, unless, after opportunity for hearing, it finds that the proposed 
exportation or importation will not be consistent with the public interest. The 
Commission may by its order grant such application, in whole or in part, with 
such modification and upon such terms and conditions as the Commission may 
find necessary or appropriate, and may from time to time, after opportunity 
for hearing, and for good cause shown, make such supplemental order in the 
premises as it may find necessary or appropriate. 


he settled practice of the Federal Power Commissioner under these 
two sections, that is section 7 and section 3, has been to require sub 
stant lly the same proof and showing before a certificate of public 
convenience and necessity is granted or a permit or authorization for 
exportation is issued. There is no question but that the Commission’s 
requirements and procedures in this respect have been solely in the 
direction of carrying out its paramount obligation of protecting the 
public interest. 

\ typical example may be found in the matter of Reynosa Pipeline 
Co., Docket. No. GG595, decided June 6, 1946. Reynosa was required 
to introduce evidence disclosing: 


(1) Insufficient quantities of natural Mas in Mexico accessible or 


iilable to the Monterey market to supply the requirements therein 

ich are proposed to be served : 

(2) The need for natural gas in Monterey; and 

(3) The availability of natural gas in Texas to s ipply Monterey 
naustry. 

In the matter of Montana Power Co., Dockets Nos. G-1712 and 
G—-1717, which involved an application to import gas, the applicant 
was req ired to present e\ idence concerning the reserves and deliver 
ability of gas available and also the degree to which applicant was 
unable from its own reserves to meet the requirements of customers 
proposed to be served. In this case the Commission permitted inter- 
ventior by coal, labor and railway interests for the purpose of show- 
ng what effect the granting of authorization for importation would 
have upon these interests. After permitting these interests to make 


their showing, the Commission made the following finding: 


We are not unaware of the many and varied adverse effects of displacement of 
coal by natural gas to which our attention has been called by intervening coal, 
labor, and railway representatives. These effects are well known, and have 
heen considered by this Commission in numerous proceedings which have been 
before us heretofore in connection with applications for certificates of public 
convenience and necessity. 


The Commission stated that in granting the authorization: 
We have given consideration to various other factors ordinarily considered in 
connection with applications for certificates of public convenience and necessity 


in order to determine whether applicant’s proposal is inconsistent with the public 
interest. 


[f S. 1287 is enacted into law the Commission would be obliged to 
refuse authorization for export or import of natural gas even in dero 
gation of the public interest and to the prejudice of other American 
enterprises. Thus, it is clear that S. 1287 would establish criteria 
narrower than those embodied in the term “public interest” and would 
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specify circumstances under WwW hich the ( ‘ommission micht be required 
to act directly contrary to what in its considered judgment might be 
in the “public interest.” 

Under section 3 of the act as it is now written, the Commission is 
able to and does protect the interests of all parties concerned includ- 
ing those of competing fuel interests such as coal who are parties by 
intervention in practically every case of any consequence heard before 
the Commission. 

The standard of public convenience and necessity comprehends the 
specific consideration proposed by S. 1287, and in our opinion should 
not be circumscribed so that this is the only consideration fixed inflex- 
ibly by statute. 

From the standpoint of the natural-gas industry, it should be 
pointed out that pipelines are not built solely for present customers 
but the management of the companies and the regulatory bodies look 
(o the future for the service of untold thousands of other customers 
who have a right to be served natural gas if it can be made available 
to them. 

It cannot be overemphasized that every opportunity available must 
be taken advantage of to increase reserves of natural gas which pipe- 
lines and distribution companies need to take care of future require- 
ments and demands. 

It should be borne in mind that consumers of natural gas have a 
tremendous stake in the future of the natural-gas industry because 
of the large money investment in_ gas utilization equipment. The 
consumers’ investment in gas-burning facilities is probably greater 
than the investment by the industry and it is imperative that every 
opportunity be provided to build up reserves to protect the consumers 
Investment. 

Any policy or law which substitutes arbitrary Government regu- 
lation for the judgment of American businessmen and consumers 
as to which fuels would most adequately meet their needs and pref- 
erences, appears to us to be unwise and contrary to a free choice by 
the American people. 

This industry wishes it clearly understood that we do not believe 
nor do we urge that anyone be completely free to import or export 
natural gas without restraint of any nature. We feel that such 
activity should be on the same footing and under the same considera- 
tions as those affecting interstate commerce in this country. 

In the Reynosa case heretofore mentioned, the State of Texas 
through its railroad commission intervened before the Federal Power 
Commission and also brought a proceeding for court review of the 
Commission’s order alleging that the export of natural gas should be 
denied because there was adequate undeveloped natural gas in the 
community proposed to be served and the State of Texas “wished to 
keep its own gas for use in the State and the southwest region. This 
contention was overruled by the Federal Power Commission and by 
the courts only on the specific finding that the reserves of gas in Texas 
were adequate and ample to supply the needs of present and prospec 
tive customers in the area. The Commission conditioned this and 
all other authorizations for the export of natural gas so that such ex- 
port would not affect the demands for transportation or purchase of 
gas by any person or municipality in the United States at any time 
during the term covered by the authorization, by stating : 
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* * * it being the intent of this authorization that at all times, persons and 


municipalities in the United States are to receive preferential service. * * * 
With respect to the proposed amendment’s impact on our inter- 
ational trade policy, we wish only to allude briefly, since the Depart- 

ment of State has senmutted a report re ferring to specific tariff and 


trade agreements with which the amendment would be in conflict. 
Vhis presents a social ad eCCONOMIC problem ot vrave import which 
we beleve should not be resolved in this type of legislation solely 
to ame ide additional safeguards to a domestic industry from some 
“as ve enc are era 

1) ‘sterday’s hearings it appeared there were two points urged 
eglieg the committee in support of this legislation which I would 
like to make some comment on now. 

These points are related. The first point suggested was that we 


have had a change of circumstances in the fuel situation in the United 
State vd ( ‘anada, that there has recent ly been discovered, developed, 
to become available a great glut of surplus natural gas in Canada, 
which poses new basic economic conditions, and that, therefore, there 
is some need for change in legislation. 

\s a corollary to this suggestion, one of the other witnesses on at 
least more than one oceasion stated to the committee that the volume 
or amount of this surplus gas was to stagger the Imagination, espe 
cially Vi hen it was related to the impact on the coal industry of thre 
United States. 

\ I understood the fioures that were quoted to so stagger the 
Wnagin ition, I make this observation : That the volume of exportable 
gas by anybody’s calculations or by anybody's statements, public 
official or otherwise, to date, approximates the amount of natural gas 
by which the United States of America has increased is proven annual 
gas reserves every year since the close of World War II. 

At the end of World War I], 1945, there were known eas reserves 
in the United States of approximately 144 trillion cubic feet. 

These are published figures by the American Gas Association and 
the American Petroleum Institute. 

\t the end of 1953, the most recent period, the preliminary figures 
indicate that we have proved reserves of 211 trillion cubic feet. 

lnans&s year per iod then, we have developed, in proven gas reserves, 
n these United States, more than 8 trillion cubic feet annually; and 
that 8 trillion cubic feet is approximately the total amount of the 
so-called exportable Canadian gas reserves that are supposed to 
stagger our imagination, and I assume our economy. 

Now, I have listened to this able presentation by people who are 
in the fuel industry with us and by those who serve that particular 
segment of the fuel industry, and I think that one basic fact has 
scaped emphasis before this committee—it has not escaped the com- 
mittee, obviously—and that is the natural gas industry is on a 
regulated basis. It is regulated by a Federal law, the Natural Gas 
Act. It is regulated by the Federal Power Commission. 

That regulation applies to all interstate movement of gas and, in 
the limited instances where such movement has occurred, it is also 
applicable to the international movement of gas in or out of the 
United States. 
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Now, it is obvious, that the legislation which is here proposed before 
this committee is intended to make the pattern of existing regulation ; 
otherwise the legislation wouldn't be before you. 

Now, before we talk about changing the legislation and the stand- 
ards on which this existing regulation is activated and carried on, 
we might look just briefly at what the standards are in the existing 
law. 

This is the Natural Gas Act. The Natural Gas Act is the product 
of the Congress, based on studies that were authorized by the Congres: 
10 years before its enactment. 

The Federal Trade Commission was ordered in 1928 to begin a 
study of this industry, and it was culminated 10 years later, after 
extended technical and congressional investigations and hearings, in 
the Natural Gas Act. 

In the very first paragraph of the Natural Gas Act, section 1 (a), 
we find: 

It is hereby declared that the business of transporting and selling natural 
gas for ultimate distribution to the public is effected with a public interest, 
and that Federal regulations in matters relating to the transportation of nat- 
ural gas thereof and the sale in interstate 


and I emphasize 
and foreign commerce is necessary in the public interest 


Now, section 3 of this act to which S. 1287 proposes amendment, 
reemphasizes and restates the requirement that export or import shall 
be consistent with the public interest. In fact, this concept of public 
interest goes through the entire regulatory structure of the Natural 
Gas Act, and has been appled—I might say vigorously applied—in 
the regulation of the natural gas industry. 

[ point that out, Mr. Chairman, because of another statement that 
was made yesterday, and that statement again was repeated, that the 
export or import of gas under present circumstances represented an 
unbridled power. 

I think that term was used on several occasions to contradistinguish 
the situation sought to be enacted into law in the legislation under 
consideration and the legislation that exists today. 

Now, it just flatly si not true that there is any unbridled power in the 
export or ae of g: Under the present circumstances, the export 
or import of gas is as S fully regulated, under law, by the Federal 
Power Commission, as any other phase of the gas industry. 

In this connection, a point was made that the Federal Power Com 
mission has itself suggested in the presence of General Counsel 
Gatchell here yesterday and in a communication to your committee 
that an amendment of the law was required or necessary. 

Let me say that in connection with the certification of interstate 
facilities within the confines of the United States those processes are 
carried on under what we call section 7 of the Natural Gas Act. The 
export-im ort activities or processes are carr ied on under section 5. 

The Federal Power Commission has supplied to the export-import 
transac ‘tions the same standards that are contained in the other sections 
of the Natural Gas Act and have so announced in a decision previously 
mentioned in my paper. 

Now, it is true that the Federal Power Commission has suggested 
not in connection with the matter that is brought before this commit- 
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tee, but in connection with the regular operation of their Commission 
ind the regulation of the industry—that the act be amended to repeat 
> not the standards that are sought in this act before this 
committee but the standards that are already contained In section 7 
of the act 
There has never been a suggestion that the Federal Power Com 
mission had any approval for or suggestion in the nature of the type 
of legislation which we are considering in this S. 1287. 
Now, the legislation proposed will constitute an ineffective action 
by the Congress and an economic nullity, except and to the extent 


in section #5 


that such legislation substitutes for the pub lic interest standard now 
1 the Natural Gas Act and now being applied by the Federal Power 
Comniission the exclusive ‘cugeoee private dislocation, injury to the 
coal or other competing fuels, their operators, their owners and their 
workers 
[ don't think there should be any mistake about that. 


We do have a standard under which the natural gas industry has 
grown and is serving a very substantial segment of these United States. 
It has been built; it is operated and it is controlled under a public- 
interest standard, spelled out in the law and recorded in volume after 
volume of decisions by the Commission, as well as by the courts in 
review of those decisions. 

If this legislation is going to do anything, it is going to change 
hat basic standard and substitute the standard—and I need not quote 
from the bill here because you are familiar with it—as the effective 
standard the small segment of interest. 

The natural gas industry—I think I may state this broadly—has 
no quarrel with the continued existence of a strong and virile coal 
industry. 

I can tell this committee that T have never heard it suggested within 
the natural gas industry or within its related oil industry, because the 
two items are frequently inseparable in production, that natural gas 
or natural gas and oil can undertake to serve the entire energy re- 
civeniate ‘of this nation. Natural gas cannot do that. We must 
have and always have had and always will have a large and strong 
coal industry. 

But now is the coal industry, on the record here or in the other 
knowledge available to the committee, in such a shape that we could 
take and affirm a hard position that we will cease to look at the public 
interest and that we will put into ascendancy in the sole connection 
of export and import of gas the interest of that industry and of the 
related economic activities on which it depends. 

It is my understanding—although I am not a technical man, I have 
a deep interest in this—that on a laboratory basis today, starting with 
the single source of raw coal, it is possible to produce and reproduce 
all products and all services that come from gas or, for that matter, 
from owas or oil. or both of them. 

The possibility of technical change and advancement whereby the 
coal industry may convert this basic product that it mines out of the 
ground is almost unlimited. 

There is no difference in coal or gas or oil. They are all hydro- 
carbons, and it just happens in the jase of our technical proc- 
esses today that the oil and the gas industry has gone further forward 
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with advancement in transportation techniques, with refineries and 
with the processes to get out of the raw material what will come. 

Now, as I have interpreted this case, and I do not wish to interpret 
it wrongly, it would seem to me that basically the concern is with 
Canadian gas. Immediately the concern is with the proposed Cana- 
dian pipeline. 

The areas which might be available to service from Canadian gas 
or the areas which might first receive Canadian gas service, whether 
from that line or another line, happens to be those areas of the United 
States that are most remote from the regions of major gas production. 
They are, of course, the northeastern area, the far Seat central area 
and the great Pacific Northwest. 

Lf this legislation, as it must be inte ‘rpre ted, and as 1 am sure it would 
be interpreted by the Federal Power Commission in applying it, would 
result in the clear cutoff of any gas from that particular source, then 
1 will tell the committee that. In my opinion, we have eee to the 
con suming people of the Pacific Northwest. of the far > Nort heas st and 
of the far north-central portions of the United States their right to 
have natural gas service, where it is now being served or it does not 
appear feasible and economically possible to serve. 


I know that natural gas has represented progress. It has repre 
sented progress in cleanliness, in comfort, in convenience and, most 
important, it has represented a terrific progress in cost that the con 


sumer has to pay. 

Now, progress isalways a matter of some dislocation. 

[ would remind the railroads, who are here pointing out their vital 
interest in the movement of coal, that as the railroad system came into 
being we put the stagecoach out of business: we put most of our canals 
and river transportation out of business. We have railroads. Under 
the same guise of progress, we have airlines today, buses and trucks 
and other transportation systems, which I am sure, although I can- 
not in all frankness state the statistics to the committee have had a 
much graver and more running impact on the railroads than have 
the nature il gas pipelines in the market they serve. 

I believe real progress in this Nation can best come from our free 
enterprise, our competitive enterprise system. 

The most striking accomplishment of the system is the freedom of 
choice among product that it offers to the consumer, and I say that, 
in the opinion of the gas industry, the passage of this bill must 
inevitably have the effect of denying natural gas service to the certal 
areas of the country, impeding the future natural gas service to other 
areas of the country, and to be against the basic interest of consumers 
which the natural gas industry, as a public service enterprise, 
works for. 

Senator Purrent. Thank you very much, Mr. Hughes for the very 
illuminating information that you have given us in your testimony. 
Senator Se ‘hoep pel, have you any questions or comments? 

Senator ScnorprreL, No, thank you. 

Senator Purreti. Senator Monroney / 

Senator Monronry. I believe you said the known gas reserves 
in this country have climbed to 211 trillion cubic feet. 

Mr. Hucues. Yes, Mr. Senator. 

Senator Monronry. Is that for the United States alone? 

Mr. Huenes. That is in the United States. 
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Senator Monronry. What are the known gas reserves of Canada / 


Mr. Hucues. So far as I have been able to find out, there is 
no accurate up to-date estimate. A witness here vesterday indicated 
that the known gas reserves in Canada were on the order of 15 tril- 
lion feet 

Senator Monroney. 13trillion. 

Mr. Hugues. I think his testimony would speak for himself. 

Senator Monroney. Yes. 

Mr. Hucnes. [If you ad not hear him, I will give you my impres 

On. 

Senator Monroney. Yes. 

Mr. Hucues. That Canada had reserved for provincial use within 
the provinces up there some 4 or 5 trillion, and there was presently an 


exportable surplus of approximately 7 trillion cubie feet of gas. 
The witness also made a point that the gas discoveries covered 
very large area and that additional reserves on the order of 114 trillion 
ubic feet could be expected to be found there for the next 20 vears. ® 


Senator Monroney. What is our annual consumption of gas: do 
vou know ¢ 

Mr. Hucuers. I have the 1952 figures. It was between S and 9 
trillion cubic feet. 

Senator Monroney. Eight and 9 trillion annually; and the known 
or earmarked reserves for the entire export, not for 1 year but for all 
future times, from eens [ understood you to say, amount to 7 
trillion: isthat onigatys risthat 7 trillion a year / 

Mir. Hucres. Bhat; is the totality of the know reserves lip there at 
the prese nt time. 

Senator Monroney. Of the exportable known reserves / 

Mr. Hucues. Yes. 
Senator Monroney. You said, I think, 13 trillion was the estimate 


on the known reserves / 


Mr. Hucues. Yes. 

Senatol \IONRONEY. So, the entire reserves of ¢ ‘anada, if eve) used 

totality by this country, would not supply us for more than a year 

nd a half? 

Mr. Hucues. The known reserves at this time. I am confident of 
that, Mr. Senator. 

Senator Monroney. Therefore, the threat is not quite as grave as 
we were led to believe, that there is an unbounded, unlimited and un- 
scionable supply of gas that is threatening us north of the border? . Y 

Mr. Hucues. Well, that was the burden of my statement here. 

Mr. MonrRONEY. Yes. 

Mr. Hueues. And it is our very definite belief. 

Senator Monroney. Now, we had testimony a while ago from a , v 
representative of the Portland, Oreg., Chamber of Commerce who 
aid, in effect, “We are either going to get it from Canada or we are 
voing to get it from the Southwest.” 
course, we have a lot of gas in Oklahoma, Kansas, and other 
places, but we also recognize it is a rather poor economical operation 
to pipe gas huge distances, unless you have a spectacular market like 
you have n New York or the great centers of population, and so far 
as I know there has been ho comp ylaint of importation of ¢ Was from 
Canada by our own gas producers. 

Isn't that right? 
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Mr. Hucues. There has not. 

Senator Monroney. In other words, we talk about protecting ou 
selves from unfair competition, but it would be almost like wool being 
protected from cotton competition, or it is not in kind 4 

Mr. Hucues. That is correct, Mr. Senator. 

There is possib ly another reason. We do vag actively oper iting 
every day a Federal regulatory system which is under the Federal 
Power Commission, to control the export iarert: gas, within the limits 
of the law called the Natural Gas Act. I would like to think—-and I 
would savy—that a very vast majority of the producers of gas, the 
pipeline companies and other people in the ous industry are deeply 

iware of the r pub lic service sti itus, their obligation to their customers, 
not just today but over the long pull; and for that reason, that if the 
job can be done better by ver in some gas from Canada, it Is 


consistent with the discharge of that basic obligation. 

Secondly. should the volume of Canadian gas available for import 
into this COUNTLY become so large as to threaten serious dislocation to 
the gas industry, there is a forum already created, the Federal Power 
Commission, where that issue could be tried out. It is the same forum 
in which the coal industry has regularly and consistently appeared 
In every major expansion of gas pipelines and gas m: arkets, 

Senator Purrei.. I think, Senator, possibly you would like to know, 

and maybe you already know, this committee has received no com 
plaint at all from any of the gas producers as to the importation of 


Gus, 


Senator Monroney. Isn’t it a fact also that to serve this country 
and the additional users that are being placed on the gaslines the time 
might come, and I mean soon, where to carry the peak load in the 
cold weather we might need the inter rjection of foreign gas or 
Canadian gas to help maintain adequate service during long periods 
of heavy drain because of weather. 

In other words, it is like peaking power on an electrical system. 
You may have enough normal pipeline to serve Chicago and Detroit, 
we will say, from your southwest areas, but over a prolonged cold 
spell it is awfully nice to have some added gas that could be run 
through those lines so that the gas appliances, water heaters and all 
the things that can well be done with any other fuel could still oper 
ate. 

Mr. Huenes. I don’t think any gasman would argue that a bit. 
They would say amen. 

Senator Monroney. Coming from a gas country, I can remember 
many is the time when our industries had to be shut down because we 
had to have the gas for home consumption, and it is just one of the 
realities you face in gas service, that a line of 16 or 36 inches can carry 
so many cubic feet of gas and when those taps are open burning full 
capacity in millions of homes, there is just not going to be enough gas 
through that line. 

As we now have an international power grid, in which we can ex- 
change power loads with Canada without reference to any trade limi- 
tations, it seems to me, the security of vast areas of our population 
might possibly be seriously damaged if we are arbitrary in preventing 
nearby gaslines from Canada, which may not have their full capacity 
of consumers, to utilize a part of that gas. It wouldn’t be dislocating 
any customers for solid fuels. 
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Mr. Huaiues. That nace ert, sir. 

Senator Scnorrren. Mr. Chairman, I would just like to make one 
point here. 

Senator Purret.. Senator Schoeppel. 

Senator Scnorrren. I note your reference to the regulated phase 
of this industry by the Federal Power Commission and the State util- 
ity commissions and the State laws in relation to that. That all goes 
to conservation and production, but there is one significant thing that 
I wonder whether you agree with me on: 

A lot of the fine development in the oil and the gas industry has 
been because there has never been Federal regulation of the produc- 
tion of those products. 

Mr. Huaues. Yes, sir. 

Senator Scnorrre,. Your transportation and distribution has 
come under intensive regulation, but the production phase of it has 
been left to the ingenuity of the man who wants to gamble and go out 
and develop it. 

Mr. Huenes. It certainly has. 

Senator Scrorrrer. And I take it, from your testimony, that you 
are not in favor of the Federal Power Commission reaching out into 
the actual discovery and development and putting a lot of Tules and 
regulations on that. 

I think it will be a sad day if that ever happens to your reserves 
that you catia in the gas industry developed, that you must have 
developed, and you must rely on to the fufillment of your contractual 
obligations. 

Mr. Huenes. We are not in favor of that, nor do we think the law 
enacted by the Congress, the Natural Gas Act, as written on the books 
now, contemplates that in any way. 

Senator Scrorpren. I thoroughly agree with you. There have 
been some decisions, however, that have been stretching that a little 
bit more all the time. I think it is a matter we have to safeguard. 

Senator Purreri. Are there any other questions, Senator Mon- 
roney 4 

Senator Monroney. No. 

Senator Portett. Thank you very much, Mr. Hughes. 

Mr. Hueues. Thank you. 

Senator Purren.. It was very interesting for me to find I have on 
the committee 2 gentlemen, 2 of my colleagues, coming from gas- 
producing States. Little Connecticut doesn’t “have any exportation of 
gas, and I just want to say, Senator Monroney, you have a very inti- 
mate knowledge of this situation, and Senator Schoeppel also. 

Senator Monronry. It so happens the largest gas field in the world 
is in the Senator’s State and in mine. It extends through parts of 
Kansas on down into Oklahoma. It is under careful conservation 
practices. In other words, we feel that we can make the gas we have 
in that field last longer if it is not withdrawn at a rate that is incon- 
sistent with the very best production practices. Therefore, I think 
that may be one reason why you find the gas companies not opposing 
this bill and why they are supporting it, because we would not like to 
be placed in a position, as load increases, and it always increases once 
a community or an area is piped for gas, where we woul 1 find uneco- 
nomic and unsound production practices forced on us which would 





AMENDMENT TO NATURAL GAS ACT 151 


deplete our reserves in future years and result in less ultimate 
recovery. 

Senator Purreth. Our next witness was to have been Mr. Paul H. 
Graves. but I understand Mr. Charles R. Hetherington, vice president 
of the West Coast Transmission Company of Alberta, Canada, is 
going to testify and will speak, I believe, for Mr. Graves as well. 

Am I correct ? 


STATEMENT OF CHARLES R. HETHERINGTON, VICE PRESIDENT, 
WEST COAST TRANSMISSION CO., INC., GALGARY, ALBERTA, 
CANADA 


Mr. Heruertnetron. Yes, Mr. Chairman. 

My name is Charles R. Hetherington, vice president of West Coast 
Transmission Company, Inc. I am also a vice president of the 
Canadian Co., related to West Coast, which proposes to serve natural 
gas to both the west coast markets and to a company called Trans 
Northwest Gas, Inc. 

Mr. Graves is the president of Trans-Northwest, and I have a 
statement prepared and signed by Mr. J. W. Greenough, secretary 
and counsel of Trans-Northwest, which I would ask be incorporated 
in the record. 

Senator Purrect. Without objection, it will be incorporated in the 
record. 

(The statement referred to is as follows:) 


STATEMENT OF J. W. GREENOUGH, SECRETARY AND COUNSEL, TRANS-NORTHWES1 
Gas, INC., ON SENATE Bint 1287 


I, Authority dé legated to Federal Power Commission ought not be impaired 

By passage of the Natural Gas Act Congress manifested its intent to delegate 
to an agency of its own creation, the Federal Power Commission, the responsi- 
bility of determining and serving the public interest and convenience and neces- 
sity in the construction and operation of natural gas pipelines and the sale of 
natural gas in interstate and foreign commerce, 

The Federal Power Commission and its staff have administered the Natural 
Gas Act with marked success and with full awareness that “the public con 
venience and necessity’ means the convenience and necessity of the people of 
the United States as a whole, not the self-interest of any particular region or 
group of citizens. No reason exists to withdraw from the Federal Power Com- 
mission a part of the authority, so wisely delegated and so ably executed, only 
to suit the desires of a portion of 2 or 3 industries at the expense of the conven 
ience and necessity of all the people. 


IT, S. 1287 Seeks Benefit to a Special Class 

The rationale of S. 1287 applies equally to the importation of any commodity, 
raw or manufactured, which is produced within the United States. There is no 
fact peculiar to the importation of natural gas which dictates application of 
restrictions peculiar in its case and designed to protect pocketbooks of a special 
class and take the cost of that protection from the pockets of the rest of the people 
in this country. 

IIT. The bill seeks to block entry of natural gas from a buyer’s market. 

The Pacific Northwest, particularly the intermountain area between the Cas- 
cades and the Rockies, is the only substantial area in the United States without 
the benefits of natural gas. The intermountain area, frequently called the “inland 
empire,” has the highest fuel costs of any comparable area in the United States 
Huge reserves of natural gas in the Peace River area or northeastern British 
Columbia and northwestern Alberta are available to the Pacific Northwest and 
are not economically available to any other potential market. There is no other 
adequate and economically feasible source of natural gas available for the Pacific 
Northwest 
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Thus, there is in the Peace River area a potentially great and relatively cheap 
iptive supply” of natural gas, the use of which will aid conservation of the 
eady deficient natural gas reserves within the United States and thus create 
a stoc kpile of a vital national resource. The natural gas reserves in the United 
States have decreased from a 321% year supply in 1946 to a 23.1 year supply in 
1952. If the principle of S. 1287 prevails huge reserves of natural gas in Canada 
will be lost to the economy and national defense of the United States 
IV. Enactment would restrict trade with Canada 


Geographical and ideological compatibility of the United States and Canada 


has created a substantial commerce and cooperation in the development of hydro- 
f 


electric power and similar natural resources of the two countries and the future 
should see these mutually advantageous relations greatly expanded, Our enjoy 
ment of the manifest benefits of Canadian natural gas is strictly in tune with this 
symphony of interest and action between the two nations 

The rapidly increasing purchasing power of Canada can be a great boon to 
ts already thriving commerce with the United States. But the essentials of 
nternational trade require the expansion of Canada’s supply of United States 
dollars in order that its rapidly increasing purchases of United States products 

i services be not offset by the disadvantages to the United States of an unfavor- 
ble trade balance with Canada Purchase of Canadian natural gas with our 

ars will be good business 


| ( clusion 

Legislation of the type of S. 1287, so clearly designed for the private aggrandize- 

ient of a few that it may well be regarded as a private bill, ought not to be 
enacted at the expense of the entire people. 

Mr. Hernertncron. I might say this in connection with my back 
eround: I am a native of Senator Monroney’s great State and 
eraduate of the University of Oklahoma. , 

Senator Monroney. It has a creat football team, too. 

Mr. Herierincron. Yes; it has, and we are very proud of that. 

| am also a graduate of the Massachusetts Institute of Technology, 

d Laman engineer by profession. 

Senator Purrei.. Couldn't you get down to Yale for a couple of 
years / 

Lat ohter. | 

Mr. Hrrurrinecron. Before joining West Coast Transmission Co. 

November of 1952, I was associated with the planning, design and 
construction of several of the major natural gas pipelines now oper 
ating’ in the United States. 

(ur « ompany, Westcoast, Ine.., plans the construct ion and operation 
fa natural gas pipeline system to supply Portland, Seattle, Tacoma 
ind other west coast communities on the west side of the Cascade 
Mountains with natural gas produced in the Peace River area of 
\lberta and British Columbia, Canada. 

Westcoast is presently applying before the Federal Power Com 
mission for: 

(1) A certificate of public convenience and necessity to construct 
ts pipeline facilities ; 

2) An authorization to import natural gas from Canada; and 

(3) A Presidential permit authorizing the required importing 
facilities-FPC Docket Nos. G—1526, G-1919, G-1920. 

Now, as I pointed out previously, the Canadian part of the West- 
coast project will also supply or proposes to supply at the interna- 
tional border to a nonaffiliated company called Trans-Northwest Gas, 
Inc., to provide service to the inland empire east of the Cascade 
Mountains in the vicinity of Spokane. 
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Hearings on these applications of Westcoast, Inc., and the com 
peting application of Pacific Northwest Pipeline Corp., to supply 
the same communities with natural gas produced in the San Juan 
Basin started in June of 1952. They have just recently been con- 
cluded. 

Initial briefs have been filed and the case is scheduled for oral 
argument on June Ist. 

Senator Monroney. Can you tell us where the San Juan Basin is? 

Mr. Hernerineron. It is an area in the 4 corners of the 4 States 
that meet at a single corner, New Mexico, Arizona, Colorado and 
Utah. 

Senator Monroney. I see. 

Mr. Herurerincron. And the San Juan Basin field is located pri- 
marily in Colorado and New Mexico. The largest part is in New 
Mexico. 

Senator Scnorrret. Mr. Chairman, I would like to ask this wit- 
hess a quest ion. 

Your company, which is, of course, a corporation, incorporated 
under the proper laws, as your legal advisors require or suggest, both 
inthe United States and in Canada 

Mr. Hernertneton. Well, Westcoast Transmission Co., Ine., is a 
company incorporated in the State of Delaware. 

Senator Scuorrren. Yes. 

Mr. Heruertneton. And the Canadian Company is a company 
incorporated by act of Parliament and has a dominion status. 

Senator Scuorpren. That is right. 

Now, you represent both of those, do you, in your testimony here 
and the related statement that you filed ¢ 

Mr. Hernertneton. I can speak for both of the companies. I was 
primarily speaking for Westcoast, Incorporated, but I—— 

Senator Scuorrre,. Now, from the Canadian source, let me ask 
you this: Does that corporation own producing properties or is it 
only interested in purchasing gas and transporting it ? 

Mr. Hernerrneton. It is only a transporter. It owns no produc 
ing properties. 

Senator Scnorpren. And it must purchase its gas from the pro- 
ducers in the Dominion or from the Dominion Government, to the 
extent that they have an interest in it ¢ 

Mr. Hernertneton. Well, as a matter of fact, the Westcoast Trans- 
mission Co., Ltd., the Canadian Co., of which you speak, purchases 
or will purchase and has gas purchase contracts with producers, such 
as the Imperial Oil and the Union Oil Co. of California, Pacific 
Petroleums, Hudson’s Bay Oil & Gas Co., and will purchase under 
contract, already signed, sealed and delivered from these gas fields. 

Senator Scuorepret. I have another question I want to ask you to 
show the interrelationship: Many of the American gas companies are 
companies under, maybe, their own names or other names, incorpo- 
rated names, that have properties in Canada; is that true? 

Mr. Hernerrneton. That is correct ; yes, sir. 

Senator ScHorrpe.. And they are very, very closely interrelated 
in their overall operations ? 

Mr. Heruerrneron. Well, that is one of the points I was going to 
bring up. 

Senator Scnorpren. All right. 
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Mr. Heruertneton. That the sponsor of the Westcoast Co. is a 
Canadian independent oil compan) called Pacific Petroleums, Ltd. 
Now, Pacific Petroleums, Ltd., is a company whose stock is listed on 
the American exchange. It is owned some more than half by Ameri- 
cans, and it has certain operating partners. Those operating ay 
ners are the Union Oil Co. of California, the Hudson’s Bay Oil é 
Gas Company, Limited, which is the operating company for the C nti. 
nental Oil Company in the United States, and the Sunray Oil Cor- 
poration. 

So, the gas up there is owned by Americans. It is American gas in 
Canada. 

Senator Scuorrrer. I don’t want to get off on a tangent, but it 
does have some relationship to this legislation. Can you buy that 
gas cheaper from the producers up there than you can from the 
producers in the States? 

Mr. HeruerinctTon. Yes; you can. 

Senator Scnorpre.. That is what I thought. 

Mr. Heruertneron. The committee has had the benefit of the views 
of the noted utility consultant, Mr. Edward Falck, and of the gas- 
distributing utilities in the Pacific Northwest. Accordingly, I shall 
confine my presentation primarily to advise this subcommittee of 
the plans to bring natural gas to the Pacific Northwest and how these 
plans would be affected by the enactment of this bill. 

I will be pleased to answer any questions regarding Canadian Nat 
ural Gas and the supply of natural gas to the Pacifie Northwest. 

I have 10 copies of the initial brief filed in behalf of Westcoast, 
Inc., with the Federal Power Commission, which gives the story of 
the Westcoast project as documented from the public record of the 
proceedings in the Westcoast case, and I also have 10 copies of the 
nitial brief filed by Trans-Northwest, the unaffiliated company. 

Senator Purrett. We will receive them and we will have them 
available for the purposes of the committee, but they will not become 
part of the record of the hearing, except to note that we received 
them. 

Mr. Heruerinaton. Yes. 

Senator Scnorpren. I take it when you can buy that gas and pro- 
duce that gas much cheaper in Canada, if, as and when, that you 
will give the American public back there the benefit of that. 

Mr. Hernertneton. I think that is right. 

Senator Scnorrren. That is a good point for some of these regu- 
latory bodies and State bodies to take into consideration. 

Mr. Heruertmneton. I think that is right. 

Before I talk spec ifies ally about the Westcoast project, I would like 
to take just one small exception to what Mr. Falck said about the gas 
reserves not declining to an alarming extent. 

[ think and I think a number of people feel possibly the gas reserves 
of the United States are declining. 

Although the volume of proven gas reserves increased from 160 
trillion cubic feet in 1946 to 200 trillion cubic feet by the end of 1952, 
the consumption of natural gas, as Mr. Falck pointed out, has increased 
to the extent oe the indicated life of proven gas reserves has de- 
creased from 32.5 years in 1946 to 23.1 years in 1952. 

Unlike the aes of crude oil which has kept pace with the 
increased consumption of oil, the increased consumption of gas has 
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far exceeded the rate of discovery of additional gas reserves and the 
trend is definitely on the downside. 

I would call the gas reserves of the United States dwindling. The 
inarkets continue to grow, even in the face of this decreasing supply, 
and today there are about as many people who would like to heat their 
houses with gas as who are presently served. So, the market isn’t 
going to stop growing. It is going to continue to grow, and I think 
we need every bit of gas we can get to supplement what I call the 
lw indling supplies i in the United States. 

Now, the Federal Power Commission has frequently expressed con- 
cern in recent cases involving natural-gas supply and usage in the 
United States over the decline of the indicated survival life of proven 
was reserves of the United States. 

In the face of this declining survival life of gas reserves within the 
United States, the demand of natural gas continues to increase. As 
I said, there are about as many additional people who want gas for 
house heating as there are customers presently being served. 

The Pacific Northwest—the only populated part of the United 
States which does not now nthe the benefits of natural gas—desires 
and requires a supply of natural gas 

In the Pacific Northwest there are two principal sources of energy: 
One is a supply of native hydroelectric ayes r and the other is heavy 
fuel oil. Coal is a secondary fuel in the Pacific Northwest and its 
use has been dutitaine, 

The supply of hydroelectric power in the Pacific Northwest is 
inadequate, with the result that industrial development has been 
hampered and, in fact, as I am sure this committee knows, the impor- 
tant defense industry has been threatened with the curtailment of 
electric power during periods of low rainfall and accompanying 
water shortage in the reservoirs. 

The supply of heavy fuel oil is obtained almost entirely by tanker 
from California. In the event of a national emergency, this supply 
is precarious, to say the least. 

There is one pipeline being completed, from Edmondton, Alberta, 
across the Rocky Mountains and across the Cascades to Vancouver, 
to bring oil from the oil fields of Alberta to supply refineries in the 
Pacific Northwest. That pipeline is the trans-mountain oil pipe- 

ne, and it will be extended to in the vicinity of Bellevue, Wash. 

It is Bellevue or Bellingham, Wash., in that vicinity. 

Senator Purretn. Bellingham. 

Mr. Herurermcron. Bellingham. 

The record in the Westcoast case of the distributors wanting nat 
iral gas shows that they expect even after the trans-mountain oil 
pipeline gets there and with this additional supply of oil, there will 
he a shortage of heavy fuel oil in the Pacific Northwest area and 
it will still be necessary to import fuel oil from California by tanker. 

The recerd in the Westcoast case also shows the distributors are 
in dire need of natural gas. The case is replete with evidence that 
the Pacific Northwest gas c comp: nies, which presently depend on high- 
cost manufactured gas, urgently require a supply of natural gas to 
permit them to maintain their present service. 

The president of the Seattle Gas Co. described the manufactured 
gas business as a dying business, and said they are losing customers 

47633—54——-11 
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every day, and they must have a supply of natural gas even to main- 
tain their present supply or their present service to the public. 

Now, one can only conclude that it is inevitable that the United 
States as a whole, and pi irticularly the Pacific Northwest area, in the 
face of the dwindling United States supplies, must depend upon the 
large gas reserves of Canada and they must someday be used to sup- 
ply gas to the United States and supplement the supply. Particu- 
larly it will be necessary, and it is, we think, in the best public inter- 
est to supply the Pacific Northwest with gas from Canada. 

I might describe the gas situation up in the Peace River area and 
in Canada a little bit. 

The Province of Alberta and the northeastern part of British Co- 
lumbia and the eastern part of Saskatchewan lie in a sedimentary 
basin that is well suited by its geology to the production of natural 
gas. ‘This sedimentary basin in Canada is a northward continua- 
tion of the great sediment: iry basin of the gulf coast of Texas, the 
Panhandle of Oklahoma, and the Williston Basin of North Dakota, 
from which over 75 percent of all of the gas reserves of the United 
States are found, and that continues right on through Canada and 
up and eventually goes into the Arctic Ocean. 

Now, the gas is produced in Canada from the same rocks and the 
same geological periods and ages that it is produced in the gulf coast 
of Texas and in Oklahoma. 

The area has only been under exploration since 1950, that is, under 
active exploration. 

Since between 1950 and 1952 the discoveries up there have averaged 
1 new gas field for every 2 wildcats. 

That, as you gentlemen know, is pretty good compared to the United 
States where the ratio is 1 in 8 or 9. 

We find you can get about a trillion cubic feet of gas reserves by 
getting 29 or 30 wildeats. 

It looks like we ought to have a lot of gas up there. 

The development, as I told Senator Schoeppel, is done by American 
companies largely, using almost entirely American money. 

The other companies operating in the area, other than the ones I 
have mentioned, are Shell Oil Co., the Sun Oil, Stanolind Oil and 
Gas, Gulf, Texaco, and Socony-Vacuum. We have contracts or letters 
of intent to purchase gas from these people. 

The gas reserves of western Canada are divided into two areas. 
(1) The plains area of Alberta and Saskatchewan; and (2) The 
Peace River area of northwestern Alberta and northeastern British 
Columbia. 

The gas reserves in the plains area of Alberta and Saskatchewan 
are required to supply local requirements in these Provinces and the 
requirements of Manitoba, Ontario, and Quebec to the east. The gas 
reserves in the Peace River area, on the other hand, are remote from 
the populated centers of Canada. There is no present market outlet 
and there is no other indicated economic outlet other than to the 
Pacific Northwest areas of British Columbia and the United States. 

The gas reserves of the Peace River area have been developed prin- 
cipally ‘by the United States companies using United States capital. 
The major gas reserves of the Peace River area are controlled by 
Pacific Petroleums, Ltd., and its associates—the sponsor of the West- 
coast project. Although Pacific Petroleums is an independent Cana- 
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dian oil company, it operates with major United States partners 
including Sunray Oil Co. and Union Oil Co. of California. Its stock 
is listed on the American exchange and is owned in large part by 
Americans. It also operates with Hudson’s Bay Oil & Gas Co., Ltd., 
which is the Canadian operating partner of the Continental Oil Co. 
of the United States. 

Further in this connection, essentially all of the 60 million acres 
in the Peace River area have been taken up under exploration permits 
for oil and gas development by most of the major United States oil 
and gas- produc ing companies, including Shell, Sun, Stanolind Qil 
and Gas, Gulf, Texaco, and Socony-Vacuum. 

Active exploration of the Peace River area started only in early 
1950 and through 1953 one new gas field was discovered for about 
every two wildcat wells drilled. ‘This discovery rate, compared with 
the United States rate of 1 success in § or 9 wildcat wells, indicates 
the favorable conditions in the Peace River area for the discovery of 
oil and gas. 

The present proven gas reserve of the Peace River area is about 
4 trillion cubic feet, of which Weste oast, Inc., has under gas purchase 
agreements about 3 trillion cubic feet. This volume of gas reserve is 
more than sufficient to supply the whole of the Pacific Northwest areas 
of Canada and the United States for more than 20 years. 

In the last 2 years new gas reserves have been discovered at the rate 
of 11% trillion cubic feet per year, further indicating the prospects of 
this area for supplying even greater quantities of natural gas. 

Now, as has already been testified here, and as we all know, the prac- 
tical effect of this bill would be to prohibit the importation of any gas 
from Canada into the United States since the introduction of natural 
gas, whether domestic or imported must, of course, cause some eco- 
nomic dislocation of competitive fuels even if ever so slight. This, we 
believe, would be contrary to the public interest. 

From the standpoint of the impact upon coal and other competing 
fuels, it is immaterial whether the natural gas is produced from gas 
fields located within the United States or in Canada. Thus, the bill 
would discriminate against those areas of the United States which 
can best be served with natural gas from Canada. 

The record of the Westcoast proceedings before the Federal Power 
Commission shows that the amount of natural gas to be imported by 
Westcoast, Inc., would displace up to west coast cities of Washington 
and Oregon is a mere 135,000 tons per annum of coal. The record 
also shows that is equivalent to the production of about 100 coal 
miners. 

Now, the enactment of this bill would deny the benefits of western 
Canadian gas to some 2,500,000 people on the west coast and would 
deny to Canada and to the United States oil and gas companies oper- 
ating in western Canada a market for this gas. It is clearly not in the 
ublic interest to deny these benefits to so many in the interest of so 
few people. 

Now, I just make one last concluding point and advise you gentle- 
ment of the Westcoast proceedings Lefer the Federal Power 
Commission. 

It is the position of our company that the Federal Power Commis- 
sion adequately handles that situation of gas importation. 
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In our case before the Federal Power Commission the hearings 
lasted 192 days and the record comprises some 28,000 pages of testi- 
mony and 650 exhibits. 

The coal and railroad interests were ably represented in the case and 
presented evidence advancing their contentions. 

Mr. MeGrath cross-examined me many times, as he did the other 
Witnesses, and the coal and railroad interests were also permitted to 
put in evidence in opposition to our case. They put in geologists to 
show that we didn’t have the gas reserves, despite what they may have 
mentioned about the reserves in Canada. 

Thus, the coal and railroad interests have been fully heard before 
an administrative body, which is assisted by a staff of experts and is in 

L position to determine how the public interest will best be served in 
each individual case on the basis of the facts developed under oath 
upon the public record. 

The Commission has granted full rights of intervention to the coal 
and railroad interests and has given them full opportunity to present 
evidence in support of their position. 

In the past the Commission has fully considered and weighed their 
contentions in determining the issues involved. 

In the event that the coal and railroad interests are not happy or 
feel aggrieved by the decision of the Federal Power Commission, they 
have the right of ap peal to the courts. 

Now, to impose the proh ibitions proposed by this bill, S. 2817, would 
be to prevent the importation or exportation of gas by special-interest 
legislation, without any determination of the pub lic interest in each 
individual case. 

We respectfully submit that to prevent the importation of natural 
gas, as proposed by Westcoast, Inc., is not in the public interest. In 
any event, we firmly believe the determination of the public interest 

should be left in the hands of the Federal Power Commission, which 
is well qualified to make such a decision. 

Senator Purreti. Thank you very much. 

Are there any questions or any comments, Senator ? 

Senator Scnorrrer. Is it your statement that this bill would require 
that the public i interest not be taken care of ? 

I can’t go that strong with you. 

This bill is not drawn that tight. 

I think the Federal Power Commission, even under this legislation, 
if passed, would be required to determine the matter in the public 
interest. 

Mr. Heriertneron. The way the bill is worded, as I read it, with- 
out being a lawyer, is if there is any economic damage or displacement 
of any competing fuel interest, no matter how small, then the Federal 
Power Commission, in compliance with the statute, would have to 
deny the application, 

Senator Scnorrren. I know there is a possibility there, but I think 
inherently written into that bill there is enough latitude that public 
interest. would certainly come up for consideration of the Federal 
Power Commission. 

I don’t agree with you it is quite that rigid. It is pretty rigid, but 
I don’t believe it is quite that rigid. 
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Mr. Hernerrneton. I believe in that case it has been suggested that 
the provisions of section 7 (e) be applied as a standard to determine 
the importation under section 3 of the act. 

Senator ScnHorrre.. No further questions. 

Senator Purrett. Senator Monroney 

Senator Monroney. I have read that bill time and again, and I 
would say, as the bill is written, it is almost an embargo on the im- 
portation of natural gas, because it will be almost impossible to assume 
that you could pick up Seattle and Portland and other towns without 
causing some dislocation. 

If it were reworded to say that the national interest and the public 
interest of the area should be weighed, with consideration given to the 
creation of unemployment, then you may be able to soften the effects 
of the bill; but the question I wanted to ask is: Under present rules, 
if we would say that there is a major consumer of coal in the atomic 
energy field perhaps, or a great steam plant, under present law, in 
granting a license to a pipeline to supply domestic and light indus 
try in the area, the Federal Power Commission today has the right to 
say, “No; you can’t displace this coal market for this huge user.” have 
they not? 

Mr. Hernertneron. That is right; yes. 

Senator Monroney. Which I think makes sense. 

Mr. Hernertneton. Yes. 

Senator Monronry. Coming from a gas area, I am disturbed, 
frankly, that we are burning too many hundreds of millions of cubic 
feet of gas under boilers that ought to be served with solid fuels and 
that we are going to wind up many years sooner than we otherwise 
would with the ultraconvenience of hot- water heaters and refrigera- 
tion and all of the other things that we can properly use gas for bene- 
ficial use. In other words, I think we have got to put a rule of reason 
in these things; and if the power is today there, to prevent the replace- 
ment of huge users of coal, where the coal is as satisfactory a fuel to 
most practical consideration, then I think we would be doing a dis- 
service, both to coal and to gas, to say, “The consumers of this area 
cannot have the 20th century convenience of burner-type fuel.” 

Mr. Hernertneron. Yes; I think that is right. I believe the Power 
Commission makes just such considerations when they are deciding 
upon the authorization of a pipeline. 

Senator Monronry. It was mentioned in the Montana Power Co. 
case. I think there they did let it come in for use under boilers. 

Mr. Hernertneron. That is right. 

Senator Monroney. But in granting a domestic-supply situation, 
such as we are talking about in your case, [ would think any grave dis- 
placement of solid fuels could still be handled on an equit: able basis 
by the Federal Power Commission. 

We don’t want to destroy the market for coal, but the domestic 
market in the homes today is not a market for coal. 

Mr. HernHertneton. Yes. 

Senator Monronry. That is true even in England. It has ceased 
to be. England has no indigenous supply of oil or gas, but now is 
bringing the oil from the Near East to convert from solid to liquid 
fuels. 

Mr. Hernerineron. Yes. 
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I think that is right, and that is just my point. In the Westcoast, 
Inc., project, to bring gas to the west coast, we are not going to displace 
any coal, to speak of. We are not going to hurt the oil companies. 

No oil company has appeared before the Federal Power Commission 
to object. 

It is going to be good for the whole of the area, and we only ask 
that the Federal Power Commission be given the freedom that it pres- 
ently has to determine the public interest in each individual case, 
rather than being bridled by some hard and fast legislation that would 
prevent a domestic use of gas, such as we propose, in order to stop the 
use of industrial gas. 

Senator Monroney. As a matter of fact, I presume this gas is the 
same as ours, that you can extract the gasoline and, as you use the gas 
for beneficial purposes, recover a quantity of gasoline which will add 
to this hemisphere reserve of gasoline for aircraft and for motor 
usage, 

Mr. Herueritneron. That is correct, senator. 

In addition, the gas in British Columbia is full of sulfur, so that 
we will have a new source of sulfur in western Canada. 

Senator Monronry. What is the recovery, roughly, for the record, 
of gasoline in extraction from—— 

Mr. Heruertneron. The gasoline recovery will be something in the 
order of 1 gallon per thousand cubic feet, and the project of Westcoast 
right now will recover some 300 tons per day of sulfur from the gas. 

Senator Monroney. And then how much gasoline will you recover 
from the gas, roughly, on your estimate / 

Mr. Hernertneton. Something like 200,000 gallons a day of 
easoline. 

Senator MoONRONFEY. Which will be added to the cont inental reserves 
of available gasoline in the case of emergency ¢ 

Mr. Heruertneron. Yes, sir. 

Senator Monronry. And strategically located in the Northwest ? 

Mr. Heruertneton. That is right. 

Senator Monroney. Where today gasoline either has to come 
around from California or even from the Texas ports, does it not? 

Mr. es That is correct. As a matter of fact, the 
largest, field in British Columbia is located right on the site of the 
Fort St. Zohn awk which is on the Alaskan Highway and which 
is on the Northwest staging route, or was during the war for the mov- 
ing of airplanes to Alaska. 

Senator Monroney. You would say, then, the competition of this 
is more with oil and oil Bias wir Atom it would be with the coal 
and the solid fuels ? 

Mr. Heruertneton. That is right. As a matter of fact, it is in 
competition with out-of-State oil, brought by tanker, and in the case 
of national emergency that tanker supply would be certainly subject 
to curtailment. 

Senator Monroney. And that would be available also for the 
defense area of Alaska, that gasoline and other things, wouldn’t it? 

Mr. HeruertNeron. I think this in connection with the defense of 
Alaska: that, as you know, the discovery of oil and gas go hand in 
hand. Now, to date we have not discovered ve ry much oil. We have 
a few promising shows and the Amarondo Petroleum Co. has one 
large oilfield in the Peace River area; but, with the continued develop- 
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ment and drilling for gas, we are going to find an oil supply that is 
just 1,000 miles closer to Alaska than any other present supply. 

Senator Monroney. During the war didn’t we spend huge sums of 
money and are still spending 1: irge amounts of money to try to “oe 
oil reserves and gasoline supplies i in Canada, and didn’t we build : 
pipeline from—— 

Mr. Herwertneron. You built a pipeline. It was called the Can- 
All Pipeline, and I, personally, took up part of that pipeline, and it 
is presently now supplying gas to the little town of Grand Perry, 
Alberta. 

Senator Monroney. One other thing: If we are using up our gas 
reserves domestically faster than we are adding to them, as more 
and more millions of people go on the line, that is obviously going to 
be continuing. 

Mr. Hernerineron. Yes, sir. 

Senator Monroney. If we at this point refuse this gas, when 
Canada is looking for customers to accept their gas, we may find it 
later already committed to other uses within the Dominion or for 
other purposes there, for manufacture or for other things, and that 
would deny us a chance at these reserves, no matter how low our own 
might become. 

Mr. Heruertneron. That may well be a possibility, Senator. 

Right at the present time my company has a 22-year export permit 
to take gas from Canada for the purposes that we propose. If we 
were denied, I don’t know how long Canada would hold that export 
permit open. 

Senator Monroney. In other words, they are going to find a market 
for their own gas. I mean that there is a number of projects, | know, 
in the mill now to build clear across to eastern Canada. Some of 
them appear to me to be uneconomical, coming from the gas sections, 
but in an economy that must find a market, a usable market, for its 
natural resources, that could be committed if we erect barriers that 
ure impossible for export. 

Mr. Hernertneron. As a matter of fact, the Alberta Conservation 
Board just today approved the export. of gas from Alberta to eastern 
Canada. 

Senator Monronry. And there are enough centers of population, 
are there not, if the money is spent for the ‘pipelines, that this could 
be finally used domestically within the dominion ? 

Mr. Heruertneron. Well, that could be a possibility. 

Senator Monroney. That is all I have, Mr. Chairman. 

Senator Purre... Our counsel has requested the privilege of mak- 
ing a statement. 

Mr. L'Heureux. In view of the discussion that took place on the 
legal connotation of the language in the bill, I would like to state that 
there is no doubt that under present law the FTC can weigh whether 
to grant an application would be in the public interest despite the fact 
that it is proven that exportation or importation of natural gas will 
result in economic dislocation, unemployment, or injury to competing 
fuels of the United States, 

The Commission can now say, “Despite that fact, overall consid- 
erations of the public interest outweigh that evidence.” 
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However, under this bill, the Congress would tell the Federal Power 
Commission—that is, it would tell it so, in effect : “If you find that the 
importation or exportation will result in economic dislocation, un- 
employment, or injury to competing fuels of the United States, you 
cannot look further; that is not in the public interest.” In other 
words, the Congress would decide in advance that it is not in the 
overall public interest to allow imports or exports of natural gas if 
the importation or exportation of natural gas would injure competing 
fuels, and so forth, as stated in the bill. 

I think that is clear. 

I think that is the point that you made, Senator Monroney, isn’t it / 

Senator Hunr. Mr. Chairman. 

Senator Purre.t.t. Senator Hunt. 

Senator Monroney. I think that language, in order to accomplish 
what is sought to be done, could be softened up to where it would be 
weighted against the public interest to consumer advantages in build- 
ing up strategic supplies of gasoline and other things of that kind 
in areas which now might not have them. 

Senator Purre.t.. Senator Hunt. 

Senator Hunt. I don’t go along with the counsel at all in his con- 
clusions, for the reason that we are not deleting from the Natural Gas 
Act this sentence: 

The Commission shall issue such order upon application unless, after oppor- 
tunity for hearing, it finds that the proposed exportation or importation will 
not be consistent with the public interest. 

Now, that still remains in there. 

Mr. L’Hevrevx. But then you define what is not in the public in- 
terest. You say it shall not be in the public interest to allow imports 
and exports if you find the following- 

Senator Hun. Yes, but the Public Power Commission still will 
take other factors into consideration besides the three enumerated 
there: and if the other factors, to the Federal Power Commission, 
seem to be paramount in the public interest then they go ahead. 

Mr. L’Hrurevux. Well, I feel sure, Senator Hunt, if that were made 
clear in your bill you would probably find much less opposition to 
the bill. 

[ am not passing upon the merits of the policy or trying to say that 
isn’t good. I am just stating as counsel what the legal interpretation 
is under the bill as now drafted. 

Senator Hunt. That is all, Mr. Chairman. 

Senator Purretn. I couldn’t help but speculate, sitting up here, as 
to whether or not some future committee will be discussing the public 
interest in regard to this matter of fuels when we have reduced fision- 
able material to its practical application: and, from what I under- 
stand, it isn’t too far off, gentlemen. 

Senator Monroney. Within 10 years. 

Senator Purrenn. So, we may have another fuel picture which a 
Senatorial committee—I hope I will be on it—will be discussing. 

Thank you very much, sir. 

Mr. Hernerreton. Thank you. 

Senator Purrert. Mr. A. J. G. Priest, attorney for the Portland 
Gas and Coke Co., of Washington, D.C, 

Mr. Priest. 
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STATEMENT OF A. J. G. PRIEST, ATTORNEY FOR THE PORTLAND 
GAS & COKE C0O., WASHINGTON, D. C. 


Mr. Priest. Mr. Chairman and members of the committee, my 
name is A. J. G. Priest. I reside in Charlottesville, Va.. and Iam a 
professor of law at the University of Virginia. 

I want to qualify that by at least saying I am — a freshman pro 
fessor of law, that I was an active practitioner for 32 years — that 
I am a past chairman of the section of public-utility 7 iw of the Amer! 
can Bar Association. 

Senator Purrert. Then you are certainly qualified to discuss this 
phase of our problem, and [ am sure m: iny other phases, too. 

Mr. Priesr. Mr. Chairman, I would like, if I may, to make a gen 
eral statement or two, to perhaps comment on some of the testimony 
that was offered by the proponents and then to go through my state 
ment just as quickly as I can. 

Senator Purrett. <All right. You may proceed in your own way. 

Mr. Priest. Mr. Chairman, it does seem to me my friend, Scott 
Hughes, performed a service to the committee this morning when he 
called attention to the relative gas reserves in the United States and 
in Canada. 

Senator Monroney, I did check the testimony that was offered yves- 
terday. Several witnesses said that the reserves in Alberta amounted 
to approximately 11.5 trillion cubic feet and that the probable reserves 
in’ British Columbia amounted to 3 tr illion cubic feet. There may be 
a little additional gas. The amount wasn’t estimated in Manitoba and 
Saskatchewan. However, taking those 2 figures, that gives us, of 
course, 14.5 trillion cubic feet of total reserves available in Canada. 

Now, assuming that half of those reserves may conceivably be 
available for exportation to the United States—and I think that is 
generous. I doubt that our Canadian friends will let us have that 
much; but when you compare that half, let us say, of that 14.5 trillion 
cubic feet, that is, say, 714 trillion cubic feet, when you compare those 
reserves of the total reserves estimated to be available in the United 
States, that is, 211 trillion, as testified to by Mr. Hughes this morning, 
then it will be observed that the percentage or that the relationship, 
I should say, of the Canadian reserves available for exportation to 
the United States to the total reserves available in the United States 
is of the order of 3.4 percent. 

So, it does seem to me, although the problem with which the com- 
mittee is dealing is an exceedingly serious one, that it was perhaps in 
the testimony of the proponents a bit blown up, a bit exaggerated, be- 
yond its real proportions. 

Let me say that I am constrained to disagree with the opinion 
offered yesterday by my friend, Mr. Robert E. Lee Hall, to the effect 
that the language as presently used in Senator Hunt’s bill would not 
embargo the importation of natural gas from Canada. 

A question was asked, I think, by Senator Monroney as to whether 
the Senator’s bill would impose a quot a on the importation of natural 
gas from Canada. I think it does impose a quota, and I think that 
quota is zero—clearly zero. 

I have seen my good friend, Mr. Hall, in action, and he is an ex- 
ceedingly able lawyer, and I am as certain as I am that I am sitting 
here that Mr. Hall could take the language that Senator Hunt pro- 








164 AMENDMENT TO NATURAL GAS ACT 

poses and in a hearing before the Federal Power Commission he could 
seal the United States-Canadian border so tight that not one calory, 
not one B.t. u. would seep through. 

Let me make just an observation or two about some of the statements 
that were made yesterday also by my good friend, Mr. Wally K. 
Hopkins. 

Mr. Hopkins yesterday referred to the fact that I was in the room 
and that I had represented the Montana Power Co. in the only case 
in which the importation of natural gas from Canada has been 
permitted. 

That is the case to which you, Mr, Chairman, referred at the be- 
ginning of our hearings yesterday. 

Senator Purrei.. That is correct. 

Mr. Priest. And in that connection Mr. Hopkins made in his formal] 
statement these observations—and I quote him: 

Perhaps the most objectionable feature involved in this import authorization 
was the fact that it released large volumes of gas, that is, the same gas produced 
in Montana, which had previously been used by Anaconda, thus enabling the 
Montana Power Co. to tremendously expand its sales of natural gas. 

Now, Mr. Chairman, that just isn’t so. The Montana Power Co. 
has not, by reason of receiving additional gas from Canada, expanded 
its service area in the least, and its anual report for 1953 shows that in 
the year 1953, which was the first full year of operations during which 
it was receiving Canadian gas, its total gas sales were 374 million 
cubic feet. under its actual sales in the year 1953; and I was informed 
last night over the long-distance telephone by counsel for the Mon- 
tana Power Co. that, as a matter of fact, he knew in one instance at 
least a very substantial industrial customer within the present service 
area was turned down because of the feeling of the Montana Power 
Co. that it was required to use and is using all of the natural gas that 
it obtains from Canada for the operations, the necessary defense oper- 
ations, be it said, of the Anaconda Copper Mining Co. 

Then Mr. Hopkins goes on : 

Such sales expansions generally were in industrial plants which had been 
using coal with entirely efficient results. 

Well, the record doesn’t bear him out as to that. 

And then Mr. Hopkins says: 

Thus, under this subterfuge, the Montana Power Co. usurped the many mar- 
kets formerly served by coal, and the gas it has so used represents the equiva- 
lent of 450,000 tons of coal per year which would have been produced by Mon- 
tana mineworkers had it not been for the granting of this import authorization. 

Now, I say quite unequivocally, Mr. Chairman, there is nothing in 
the record of the Montana exportation case to justify that statement 
in any way: and allow me, please, sir, in this connection to quote very 
briefly from the opinion and order entered in the Montana exporta- 
tion case, which is Documents G-1712 and G-1717. The opinion is 
opinion No. 223. At page 6 of that opinion the Commission, after 
having talked about Montana Power Co.’s dwindling reserves and the 
necessity for adding to its reserves for the purpose of enabling the 
company to serve the Anaconda Copper Co., says this: 


It is apparent from the foregoing that the supplies of natural gas presently 
available to applicant are not adequate to enable it to continue to render the 
natural-gas service now being rendered from its existing system, including serv- 
ice to Anaconda. 
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And then this further statement at page 8—well, I don’t need to 
quote this in detail, but the Commission says that it finds that Ana- 
conda Copper Mining Co.’s cost of converting its 3 main plants to 
oil would be about $225,000, whereas the cost of converting its 3 main 
plants to coal would be $3,750,000. 

The Commission also finds that the annual cost of carrying on its 
operations with coal—that is, carrying on Anaconda’s operations with 
coal—would cost Anaconda approximately $600,000 a year more than 
if those operations were carried on with oil. 

So there is no conceivable possibility that, if this supply of gas were 
cut off, Anaconda Copper Mining Co. would turn to coal. 

The Commission says at page 9: 

It is reasonable to conclude from the record that termination of natural-gas 
service to Anaconda would at least temporarily interrupt its present operations 
and output of strategic materials and certainly would decrease its total output 
when operations recommenced. There would ensue obvious detriment to the 
Nation’s defense program. 

And then the Commission talks about the consideration which 
gives in all these cases to the interests of the solid-fuel industries, con- 
sideration which obviously should be given. It says, and I quote 

gain: 

In each instance we have given careful consideration to the public interest 
involved, where the record Cclearly-showed that loss of coal market would result 
directly from action on our part. However, we do not discern from the record 
in these proceedings that applicant’s proposal would have the result of displacing 
coal in any manner. 

Now, Mr. Chairman, I submit to you most earnestly that the Mon- 
tana Power Co. is going to be required to come to the Federal Power 
Commission sometime before April 7, 1956, when its present importa- 
tion permit expires, and is going to have to attempt to obtain from 
the Federal Power Commission authorization to import additional 
gas from its own reserves—that is, gas reserves in southern Alberta 
presently owned by the Montana Power Co. or, rather, by one of its 
wholly owned subsidiaries—and I say to you, sir, that if Senator 
Hunt’s bill has at that time become law, the border will be sealed to 
the importation of that gas and that Montana Power Co. will no 
longer be in a position to continue to render natural-gas service to the 
Anaconda Copper Mining Co. on the basis pursuant to which that 
service is presently being rendered. 

Now, if I may go through my statement, as quickly as I may- 

Senator Hunt. Mr. Chairman, I would like to just make one 
comment. ° 

Mr. Priest. Yes, sir. 

Senator PurretL. Senator Hunt. 

Senator Hunt. I would like to make just one comment on the state- 
ment which you have just made about the sealing off of gas from the 
Montana Power Co.’s request for renewal of their certificate of ne- 
cessity and convenience. 

I can’t see that would happen at all. The gaslines are there. It 
would not be displacing any fuel that they are now using. It would 
not be displacing any men that are now working. It would not be 
displacing any taxable values. It would not be displacing any rail- 
road business at all. It would just simply be a permit to put the gas 
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back through the lines that are laying there, and it doesn’t apply at 
all,as I see the situation. 

Mr. Priest. Well, Senator, I greatly dislike disagreeing with a 
man whom I respect so thoroughly as I do you, sir, but your language 
is so broad that I do think it would have the effect that I have sug- 
gested. 

Among other things, the language says “result in economic disloca- 
tion, unemployment, or injury to competing fuel industries of the 
United States.” 

Now, it certainly would result in some injury to competing fuel in- 
dustries of the United States because, if the gas were not put through 
the pipeline, competing fuel industries in the United States would 
supply the fuel, whether it would be oil, as I think it would be, or 
coal, or something of the kind. 

Senator Hunr. I say it did in the first instance, but I don’t think 
that is true now. It just simply replaces what is already coming in. 

Mr. Priest. Well, let me say to you, sir, with the deepest deferance, 
I do think the language is susceptible to the interpretation I have 
placed upon it. 

Mr. Chairman, may I offer for the record an editorial of the Oregon 
Journal dated May 25, 1953, which deals especifically with this pro- 
posed legislation. 

Senator Purtret.. Without objection, it will become a part of the 
record. 

(The editorial referred to is as follows :) 


{From the Oregon Journal, May 25, 1953] 
Brow avr GAS PLANS 


The Portland Chamber of Commerce quite properly is opposing the Hunt bill 
(S. 1287) which would amend the Natural Gas Act. In effect, this proposed 
amendment would block current moves to obtain natural gas for the Pacific 
Northwest 

Senator Hunt (apparently at the behest of Wyoming coal interests) has writ- 
ten a six-line amendment which would prevent the importation (or exportation ) 
of gas from Canada or Mexico unless it could be proved that such importation 
would in no way cause economic dislocation or unemployment or injury to com- 
peting fuel industries of the United States. Such proof, of course, would be 
virtually impossible, as any industrial change brings some dislocations. 

On the face of it, this clause would deal a serious if not fatal blow to plans to 
pipe natural gas from British Columbia or Alberta, Canada, to Portland. And, 
as cheap natural gas would be a great boon to chemical, fertilizer, dry ice, glass, 
and other industries, this would have a serious economic effect upon the economy 
of the region 

It is conceivable, of course, that gas from New Mexican fields could be brought 
to Portland even if the Hunt bill were passed. But the advantages to the Port- 
land area would be sharply curtailed if not wiped out, because Portland would 
have to compete, pricewise, with California and Colorado for New Mexico gas, 
whereas it would have first call on Canadian gas and probably at a cheaper rate. 

Aside from the obvious hardships the Hunt amendment would work on Port- 
land, it also has serious international implications. As the chamber of com- 
merce points out, it would be an unfriendly gesture to Canada and Mexico and 
probably would disturb otherwise friendly and mutually beneficial trade 
relations. 

For these reasons Senate bill 1287 should be killed. It is bad business domes- 
tically and bad medicine internationally. 


Mr. Priest. Mr. Chairman, may I also offer for the record which 
will be relevant to a statement that I expect to make in just a moment 
or two from the May 6, 1954, issue of the New York Herald Tribune? 
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Let me quote just a paragraph or two. 

Senator Purrety. Surely. 

Mr. Priest. And then I will offer it for the record, if I may. 
The editorial says: 


The resolute words spoken on Tuesday by two distinguished Canadian states- 
men bear new witness to the warm mutual relations of Canada and the United 
States. At Geneva, Mr. Lester Pearson rose to defend the United States against 
Communist charges of imperialism. Pointing to the fact that the free partner- 
ship and cooperation of the two countries had occasionally been marked by dis- 
agreement, he said he hoped this fact would be taken as evidence “of the respect 
which the United States has for smaller countries and of the value which it 
attaches to cooperation and support based on free will and not imposed from 
above.” 


And then two last sentences: 


\t a time like the present, when the Communist bloc is making every effort to 
divide the western alliance, these brave and forthright words from Canada are 
of inestimable value. They realize in a particularly happy way the aim envisaged 
in the treaty of 1794 quoted by Mr. Massey 


of course, the Governor General of Canada 
to promote a disposition favorable to friendship and good neighborhood. 


Senator Purretn. Do you want the whole of the editorial put in or 
just that part you quoted ¢ 

Mr. Priest. The whole of the editorial, if that is satisfactory, Mr. 
Chairman. 

Senator Purre... Without objection, it is so ordered. 

(The editorial referred to is as follows :) 


OUR CANADIAN FRIENDS 


The resolute words spoken on Tuesday by two distinguished Canadian states 
men bear new witness to the warm mutual relations of Canada and the United 
States. At Geneva, Mr. Lester Pearson rose to defend the United States against 
Communist charges of imperialism. Pointing to the fact that the free partner- 
ship and cooperation of the two countries had occasionally been marked by dis- 
ugreement, he said he hoped this fact would be taken as evidence “of the respect 
which the United States has for smaller countries and of the value which it 
attaches to cooperation and support based on free will and not imposed from 
above.” That such assurances should need to be given about the United States 
is one of the anamolies of the present age; that the Canadian Secretary of State 
for Foreign Affairs should take it on himself to give them is one of its com- 
pensations. 

On the same day, on this side of the Atlantic, an address was delivered before 
a joint session of Congress by Mr. Vincent Massey, Canada’s Governor General. 
He, too, emphasized the mutual respect that exists between men and nations 
that lead their own lives and are faithful to their own ways. He spoke in 
glowing terms of the United States as Canada’s warmhearted, powerful, and 
friendly neighbor. He reminded his hearers of the long working partnership 
between the two countries. 

At at time like the present, when the Communist bloc is making every effort to 
divide the western alliance, these brave and forthright words from Canada are 
of inestimable value. They realize in a particularly happy way the aim en- 
visaged in the treaty of 1794 quoted by Mr. Massey, to “promote a disposition 
favorable to friendship and good neighborhood.” 

Mr. Priest. Mr. Chairman, just to skip briefly through my state- 
ment, let me say I am also a consultant to my former law firm, Reid & 
Priest of New York City, and it is in that capacity that I am appear- 
ing before this committee on behalf of Portland Gas & Coke Co. to 
urge an unfavorable report on S. 1287, introduced by Senator Hunt on 
March 11, 1953, being a bill to amend the Natural Gas Act. 
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Phis bill would, if enacted, have the effect of prohibiting any 
inportation of natural gas from either Canada or Mexico, since it 
would require the Federal Power Commission to conclude that it 
would not be consistent with the public interest to authorize the 
importation of natural gas if the Commission found that such im- 
portation would “result in economic dislocation, unemployment, or 
injury to competing fuel industries of the United States.” 

There is no specification as to the character of the economic dis- 
location, unemployment, or injury required for denial of the right 
to import, but the intention would clearly seem to be that any substi- 
tution of Canadian or Mexican natural gas for coal, oil, or wood, to 
the extent even of a ton of coal, a barrel of oil, or a cord of wood 
would seal the international boundary. In all events, there can be 
no question that the object of this proposed legislation is to prohibit 
the importation of natural gas pursuant to the substanial pipeline 
operations which will be required if any gas whatever is to be imported. 

Portland Gas & Coke Company now supplies manufactured gas 
through an integrated distribution system which serves 82 commu- 
nities and more than 82,000 customers in Portland and in the Willa- 
mette Valley in Oregon and in Vancouver, Wash. As a result of sub- 
stantial byproduct sales, the company has been able to achieve a rela- 
tively low net cost of production which has enabled it to sell gas at 
average rates substantially below those of any other distribution com- 
pany in the region. 

The Pacific Northwest is now the only major area in the United 
States without a supply of natural gas, and Portland Gas & Coke 
Co. has been working diligently for several years to obtain an ade- 
quate source of such natural gas for the benefit of its customers. 
After exhaustive investigation and detailed surveys conducted both 
by its own staff and by independent engineers employed by it, the 
company has concluded that a supply of natural gas from Canada 
would be of immeasurable benefit to the economy of the Pacific North- 
west and to the company’s own service area. 

Furthermore, defense agencies of the United States Government 
have long recognized the urgent need for a supply of natural gas in 
this region. On December 5, 1952, the Director of the Office of De- 
fense Mobilization addressed a communication to Thomas C. 
Buchanan, then Chairman of the Federal Power Commission, empha- 
sizing the importance that the Office of Defense Mobilization and other 
interested agencies of the Government attach to the rapid introduc- 
tion of natural gas to the fuel-short Pacific Northwest. The commu- 
nication also stated : 

Mr. Small, Chairman of the Munitions Board, pointed out that the provision 
of natural gas available in Canada to the Pacific Northwest would meet an 
existing economic need and would be strategically desirable in the event of 
hostilities. The State Department, in supporting the position of the Munitions 
Board, indicated they felt that use of Canadian natural gas would be in the 
interests of the best use of the resources of the two countries in the light of 
economic as well as strategic factors. 

On August 29, 1952, the Secretary of the Interior transmitted under covering 
letter a report to the Office of Defense Mobilization on Energy Requirements 
and Supply in the Pacific Northwest. 

The Secretary’s letter said, in part, “Hitherto, the energy economy of the 
Pacifie Northwest has been based on low-cost native hydroelectric power and on 
California fuel oil. The data developed by this survey demonstrates that for 
continued, vigorous economic growth, and for an improved security position, ad- 
ditional alternative fuel supplies should be obtained. 
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Senator Hunt's proposal to ban the importation of natural gas from 
Canada represents economic isolationism at its depressing worst. 

Then, along the lines of some questions asked by Senator Mon- 
roney this morning, by way of attempting to demonstrate statistically 
the close and intimate interdependence of the two nations, and cer- 
tainly no two nations upon ide globe are more completely interde- 
pendent, both economically and militar ily, than the United States and 
Canada, we must consider that Canada is not only our best customer, 
but also our principal supplier, just as the United States is Canada’s 
best customer and its chief supplier. 

In 1953—and this is in direct response to a quest ion you asked, Sena- 
tor Monroney—59 percent of Canada’s foreign tri ade was with the 
United States and 7 (3.5 percent of Canada’s total imports came from 
this country. In dollar volume, United States exports to Canada 
aggregate $3 billion. 

That is a favorable balance of trade of more than a half billion dol- 
lars, to which you, Mr. Chairman, referred yesterday, and this is a 
trade volume substantially in exces of $5 billion and it puts Canada in 
first place by a wide margin so far as our foreign trade is concerned. 

Senator Hunr. Might I ask the counsel, Mr. Chairman, if there 
isn’t a greater percentage difference in the population of the United 
States and Canada than that disparity of imports and exports? 

Mr. Priest. Why, of course, that is true, Senator. Of course, it is 
true. 

Senator Hunt. Then you would naturally think—it would 
naturally follow, we would export more to Canada. 

Mr. Priest. Not necessarily so, sir, because there are a great many 
other countries which are in the same situation. I don’t think your 
conclusion necessarily follows from the statement you have made, 
Senator. 

These dollar figures tell only part of the story. By no means the 
least important aspect of our trade relations with Canada is the fact 
that we are depe ndent on that thriving young nation for 90 percent of 
our nickel, 75 percent of our woodpulp, | 85 percent of our newsprint 
and a large proportion of the basic raw materials with which we are 

producing the nuclear armament relied upon to defend the free world. 

Furthermore, investment of private capital by United States citi- 
zens in Canada exceeds $8 billion and it is growing at the rate of $700 
million to $800 million a year. This inc ludes a ver y substantial in- 

vestment in natural gas facilities located there. 

Our investment—that is, United States investment—in Canada 
and I am speaking about private investment up there, because Canada 
has never received the benefit of Marshall plan aid or similar aid from 
us—our private investment in Canada is considerably greater, be it 
said, than our aggregate investment in all of the Latin American 
countries combined. 

There can be no questioning the statement that, in the event of war, 
either nation would be required to go to the aid of the other. Indeed, 
our mutual national interests clearly require the economies of the two 
countries to be integrated as completely as possible and a desirable 
step in that integration would be the importation of natural gas from 
Canada on a basis profitable to both countries. This obviously would 
be in accord with the basic policies already established by the Govern- 
ments of the two countries as they pertain to our defense problems. 
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On Apr il 12, 1949, the joint United States-Canada Industrial Mobi- 
lization Pk anning C ommittee was established to coordinate the efforts 
of the two nations. On October 26, 1950, pursuant to an exe hange of 

notes between the Secretary of State and the Canadian Ambassador, 
au statement of principles for economic cooperation was issued, ; 

The basic agreement between the United States and Canada in- 
cluded in the statement of principles is as follows: 

It is agreed, therefore, that our two Governments shall cooperate in all re- 
spects practicable, and to the extent of their respective executive powers, to the 
end that the economic efforts of the two countries be coordinated for the common 
defense and that the production and resources of both countries be used for the 
best combined results 

The agreement established SIX principles for the purpose of fac ili 
tating these objectives. These involve: 

1. A. coordinated program of requirements, production anal pro 
curement, 

». Coordinated controls of the distribution of raw materials. 

3. Coordination of emergency controls 

!. Free exchange of technical knowledge and productive skills. 

>. The removal as far as possible of barriers which impede the flow 
between Canada and the United States of goods essential for the com 
mon defense effort. 

i, ¢ onsultation concerning’ financial or foreign exchange problems. 

The countries are cooperating closely in their mutual defense by 
the rational use of resources and facilities. Striking examples in the 
procurement field include a Canadian gun plant building ener 
States type naval guns for both navies: gun lathes produced in Cana 
dian plauts for United States arsenals; jet fighter and other aircraft 
supplied to our air force from Canadian assembly lines: as well 
important chemicals and electrical equipment. 

Canadian military procurement in the United States has been cor 
respondingly heavy. In the 2-year period ended June 30, 1952, there 
were 665 separate procurement transactions under a procedure estab 

lished by the Mutual a curity Agency. 

The horizons for Canadian-United States coope ‘ration are unlim 
ited. ‘They broaden according to the mutual requirements of the two 
hatvions, and as the Vv broaden in terms of economic progress our inter 
dependence becomes even more significant. 

The joint interests of the two nations in the development of the St. 
Lawrence waterway and power project need no elaboration. 

In the Pacifie octane ultimate deve lopment of the great power 
resources of the Columbia River watershed will require the two nations 
to cooperate on storage reservoirs and power dams. 

Indeed, in the light of all these considerations, any imposition of 
econoniue sanctions on either side of the border seems almost beyond 
comprehension. 

( ‘anad: a's vast quantities of natural gas constitute one of that coun- 
try’s major economic resources and if our northern neighbor is will- 
ing to share that resource with us, its offer to do so certainly should 
be greeted with hosannahs of grateful rejoicing. 

It has been said that one reason we are a great nation is that we have 
been unable to exhaust our natural resources in spite of our best efforts. 
Sadly enough, our oil and natural gas reserves are by no means un- 
limited and it seems almost fatuous to suggest that it is in the national 
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interest to conserve them by drawing upon Canadian resources to 
the extent they are available. 

The value of natural gas to our American cnonemng has perhaps 
never been better set forth than in Mr. Justice Jackson’s separate 
opinion in Federal Power Commission versus Hope Natural Gas Co., 
an opinion along the lines of suggestions made this morning by 
Senator Monrone} »y, and I quote only a few of his trenchant sentences : 

The heart of this problem is the elusive, exhaustib-e and irrepliceable nature 
of natural gas itself. * * * In the service of (other) utilities, one customer has 
little concern with the amount taken by another, one’s waste will not deprive 
another, a volume of service can be created equal to demand and today’s demands 
will not exhaust or lessen capacity to serve tomorrow. But the wealth of 
Midas and the wit of man cannot produce or reproduce a natural gas field. * * * 
Gas does the family cooking cheaper than any other fuel. But its advantages 
do not end with dollars and cents cost. It is delivered without interruption 
at the meter as needed and is paid for after it is used. * * * It requires no 
handling, creates no dust and leaves no ash. It responds to thermostatic con- 
trol. It ignites easily and immediately develops its maximum heating capacity 
These incidental advantages make domestic life more livable. 

Reference has been made to the fact that the Pacifie Northwest is 
the only major area in the country which does not receive the benefits 
of clean and convenient and economical natural gas. Why is the 
Pacific Northwest, the only major region in the country which has not 
yet received the benefits of clean, economical and convenient natural 
gas, to be denied the advantages of this remarkable fuel? 

Obviously, in order that the Pacific Northwest market may be pre- 
served for other fuels, in particular, if we may judge from some of 
the communications addressed to the committee, for coal mined in 
Colorado, Wyoming, North Dakota, and elsewhere and transported 
into the Pacific Northwest. 

Reference also has been made to the fact that on the Pacifie slope 
in Oregon and Washington, where the larger cities are located, there 
is very small coal consumption, either industrially or in residences, 
the acce pted services now being oil, manufactured gas and electric ity. 

Reference also is made to the doubt, at least as to whether any of 
the proponents of this bill actually use coal for domestic service in 
their own homes; yet, it is proposed to tell the people of the Pacific 
Northwest that they shall not obtain their supply of natural gas from 
the lowest cost source if that source happens to be Canada. 

I should say, parenthetically, that 1t does seem to me that the 
plight—-and it is a serious plight—of the coal industry arises from 
competition from other fuels in the United States and certainly not 
from Canadian gas or the threat of Canadian gas, and that the rail 
roads, themselves, are among the principal offenders. 

The little town of Charlottesville, in which I live, is served by two 
lailroads, the C. & O. and the Southern, and neither of those rail 
roads have left now a single coal-burning engine. They have gone 
completely to diesels, thereby very materially-—-and they and other 
railroads, many of them, owners of coal mines—thus by making the 
shift to dieselization very greatly reducing the consumption of coal. 

It is submitted that there is no necessary correlation between the 
interests of any industry or group of industries, whether sick or other- 
wise, and the public interest of an entire area or of the Nation as a 
whole. The inability of coal, oil, or wood to meet the competition of 
ratural gas is unfortunate, but our trade policies across the longest 
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unfortified boundary in the world, our trade policies with our best cus- 
tomers and our best friends. clearly should not be predicated upon 
that melancholy fact. 

I venture to suggest, by way of conclusion, Mr. Chairman and 
Senators that economic isol: ationism is a conté 1z1ioUs, as well as a viru- 
lent, disease. If we infect ourselves for the benefit of local industries 
representing only a comparatively small part of our economy, the 
contagion may promptly spread to our northern neighbor. 

[It cloes seem to me, sir, we do the greatest possible disservice not 
only to Canada, but also and primarily, and I am speaking now from 
the point of view of the interests of this country, to the overall Ameri- 

‘an economy, and partic ‘ularly to the economy of the Pacific North- 
west, if the American Congress were to adopt legis: ition, the effect of 

which would be to impose a grave sanction, a very serious economic 
sanction, upon our best neighbor and our best friend in all the world. 

Senator Purrent. Thank you, Mr. Priest. 

senator Monroney. 

Senator Monroney. Let me repeat a question I asked the former 
witness, because you have represented the utility section of the Amer- 
ican Bar Association. 

Under present law, in the public interest, the Federal Power Com- 
mision would have the right, in granting a license for importation of 
gas by pipeline company, to specify certain large markets for solid 
fuel, where it is used under boilers in great amounts, that the license 
was not granted to serve X companies or X uses, would they not? 

Mr. Prirsr. Now, Senator Monroney, I don’t know that question 
has arisen in any of the cases in which I participated, but I do know 
the regulatory agencies—and I have appeared before a great many of 
them—have conditioning power, and they have used that condition- 
ing power for the purpose of qualifying and restricting authoriza- 
tions they have granted. 

Senator Monroney. I, even from a gas area, am concerned—and 
you probably heard my original question—at the burning up of an 
unprecedented rate billions of cubic feet of gas under boilers for 
electric power and heavy industry where that still could be a satis- 
factory market for solid fuels, whereas I know of no substitute for 
the human convenience in the home and in the stores and in the small, 
light industries that would be comparable to gas. Therefore, we are 
not talking about even the same kind of fuels for those houses, and 
it would seem to me that if it is necessary to change the gas act, to 
give selective submission to natural gas for light industr Vv and for such 
purposes as that, there could certainly be no grave objection, par- 
ticularly since we have been told that the supplies of the gas north 
of the border are, to use your testimony, and that which we have pre- 
viously heard, perhaps insufficient if all of it were used in the United 
States to ¢ arry us for 1 year, for our total needs today. 

Mr. Priest. Senator, if you haven’t read it, I venture to direct your 
attention, sir, to the great separate opinion of Mr. Justice Jackson 
in the Hope Natural ‘Gas Company case, which expresses very elo- 
quently views directly in line with tceke which you, sir, have just 
stated. 

Senator Monroney. I would like to read it. I haven’t seen it. 
Senator Hunt. I would like to ask the witness a question. 
Senator Purreit.. Senator Hunt. 
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Senator Hunv. Isn’t it common practice that when a gas company 
goes into any community their first sales are to the larger consumers, 
to industry; it is then made available to the homes, after the so-called 
dump gas has been made available to industry ¢ 

Mr. Priest. Well, Senator, I think 

Senator Hunr. Isn’t that a common practice ? 

Mr. Priest. I don’t know whether they go first to the industrials 
or secondly to the industrials, but certainly it is common practice to 
attempt to maintain a satisfactory load on the pipe line. Certainly 
that is right. 

Senator Hunt. Mr. Chairman, to put just a little levity in this 
discussion, Roundup, Mont., is a coal-mining town. You quoted from 
hearings before the Federal Power Commission. A miner appeared 
before that commission when the Montana Power originally made 
their application, and while it was being considered he testified, and 
in his testimony he said, “Old miners never die; they’re just gassed 
away.” 

Mr. Priest. Yes. I remember that, sir. I remember that, sir, and 
let. me say I did not smile, Senator. 

Senator Hunt. You wouldn’t, because you are a sympathetic 
gentleman. 

Mr. Chairman, I ask unanimous consent to have inserted in the 
record at this point a letter by the Spokane Fuel Dealers’ Credit Asso- 
ciation, addressed to Robert E. Lee Hall, general counsel of the 
National Coal Association. 

Senator Purrett. Without objection, it will become a part of the 
record at the conclusion of the remarks of Mr. Priest. 

Do you have any other questions, Senator Monroney ? 

Senator Monroney. I have none. 

Senator Purrenti. Thank you very much, Mr. Priest, for coming 
here and helping us. 

(The letter referred to is as follows :) 





SPOKANE FUEL DEALERS’ CREDIT ASSOCIATION, INC., 
Spokane 8, Wash., May 8, 1954. 
Mr. Rosert E. LEE HALL, 
General Counsel, National Coal Association, 
Southern Building, Washington 5, D.C. 


DEAR Mr. HALL: The retail fuel industry in Spokane is badly worried by the 
probable importation of Canadian natural gas into this area. The dumping 
of this fuel of a foreign origin into our territory would be nothing short of dis- 
astrous to the majority of those engaged in the retail fuel business. It would 
not only wipe out a large portion of the investment in fuel yards and equip- 
ment, but it would also create a definite unemployment problem in Spokane. A 
survey of 60 fuel businesses, coal, oil and wood, in Spokane shows that they 
normally employ 525 people during the fuel season. This employment would 
probably be cut in half within 3 to 5 years by the importation of natural gas. 
In addition to the direct employment in the retail fuel industry, a considerable 
number of men receive a part of their livelihood from supplying equipment and 
services to these retail fuel businesses. 

Workers in the retail fuel industry are not the only werkers that will suffer 
from foreign gas competition. Some 4,000 cars of coal come into Spokane for 
local consumption annually, in addition to this, some 3,500 cars clear through 
Spokane for use by industry and State institutions in the outlying trade ares 
that could be served by a pipeline. A large reduction in coal shipments caused 
by natural gas competition would result in additional unemployment of railroad 
workers. 
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\nother very important factor in this case is that a further heavy drop in 
demand for our western coal will undoubtedly close a number of our supplying 
mines. Should this happen, the retail coal business would be hard pressed to 
meet even a declining demand during those abnormally cold winters we fre- 
quently have in this area Should there be another national emergency such 
aus we had from 1941 through 1945, a sick coal producing industry would be 
nothing short of disastrous to our Pacific northwest and the homeowners and 
industries of the area would be hard pressed to keep warm or operate in such 
a cause 

There have been ill-advised statements made from time to time by natural 
gas people to the effect that the Pacific northwest suffers from a fuel shortage. 
Nothing could be further from the truth. Our supplying coal producers worked 
only part time even during the winter months of the past year. Fuel oils are 
in surplus with the supply building up. The Spokane area is supplied with 
fuel oils by pipeline from Salt Lake City and by tanker-river barge-truck trans 
port from California as well as by rail from Montana at the present time. 

A new oil pipeline will be in operation by next September from Billings, 
Mont. There is now a crude oil pipeline from Alberta to the Puget Sound and 
new plants are being built to refine this oil. In the face of this bountiful supply 
of fuel, one ean safely state that the Pacific northwest is not suffering from 
any fuel shortage and by the same token, the further development of the area 
is not being held back by such a shortage. 

According to testimony of officials of the Trans-Northwest Pipeline Company 
during their hearing before the Spokane County Commissioners on an appli- 
eation for a natural gas pipeline franchise in Spokane County, the cost of natu- 
ral gas for domestic use would be more than coal and a little less than fuel oil. 
There would be little if any savings to the people of Spokane in the use of natu- 
ral gas as a domestic fuel. Should this be the case, then the economy of natural 
gas as a fuel should not be taken into consideration. 

The passage of S. 1287 (the Hunt bill) would require that the Federal Power 
Commission take all the above factors into consideration before they could 
allow the importation of natural gas from Canada. If this were the case, we 
believe that employment, investment and the natural resources of our Pacific 
northwest would be more secure. 

Sincerely yours, 
J.C. LANGDON, Secretary. 


Senator Purreti. Our next witness is Mr. T. L. Doran, the vice 
president of the Montana Power Co. 
Mr. Doran, you have waited long and patiently. 


STATEMENT OF T. L. DORAN, VICE PRESIDENT OF THE MONTANA 
POWER CO., BUTTE, MONT. 


Mr. Doran. Mr. Chairman, I have furnished the clerk with copies 
of my statement that I would like to have included in the record. 

Senator Purretyt. Without objection, this complete statement will 
be included in the record. 

(The statement referred to is as follows :) 


STATEMENT OF THE MONTANA POWER Co. on S. 1287 TO AMEND THE NATURAL 
‘ 
xAS ACT 


S. 1287, which has been submitted by Senator Hunt of Wyoming, proposes to 
amend the Natural Gas Act by inserting in section 3 a provision, which, for all 
practical purposes, would prohibit the importation from Canada of natural gas 
eat is needed to help meet the requirements of the customers of the Montana 
ower Co. 

The following statement will describe the operations of the Montana Power 
Co.’s gas department and will demonstrate the adverse effects which S, 1287 
would have on the company’s natural gas customers 


Description of Montana Power Co. 


The Montana Power Co. is an independent public utility company which sup- 


plies electric energy, natural gas and other utility services in the State of Mon- 
tana. 
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The company supplies natural gas to approximately 37,000 Montana customers, 
including more than 33,000 domestic users. Natural gas service has been sup- 
plied by the company in Montana for 23 years, and the company feels it has a 
deep responsibility to continue to locate and develop gas reserves that will as- 
sure its customers an adequate source of fuel supply in the future. 

The company operates nearly 700 miles of natural gas transmission lines in an 
integrated system that extends from the Cut Bank field in northern Montana to 
the Dry Creek and Clarks Fork fields in the southern part of the State. Con- 
nection is made at the Canadian boundary with the transmission line of the 
Canadian-Montana Pipeline Co., a wholly owned subsidiary 

Through its transmission and distribution system, Montana Power serves 29 
communities having an aggregate population of approximately 120,000. It owns 
the distribution systems in all towns which are served. 


Holdings in Canada 


Canadian-Montana Gas Co., Ltd., a wholly owned subsidiary of the Montana 
Power Co., owns natural gas reserves in five fields of the Pakowki Lake area of 
southeastern Alberta. 

At the present time, gas is imported to Montana from three of these holdings 
under limited export permits from the Alberta and Canadian Dominion govern- 
ments and a limited import permit from the Federal Power Commission. These 
permits restrict the sale of this gas to defense mining and smelting operations 
in Montana. 

The Montana Power Co. at present is the only company in the United States 
which holds a permit to import gas from Canada. The order authorizing im- 
portation was issued by the Federal Power Commission February 5, 1952, and 
the presidential permit was granted February 2, 1952. 

Since February 7, 1952, gas has been imported into Montana at a rate of up 
to 10 billion cubic feet per year for use in the mines and smelters of the Anaconda 
Copper Mining Company in Butte, Anaconda and Great Falls. 

This situation accounts for the Montana Power Co.’s urgent interest in the 
effects of S. 1287. The company’s statement concerns only the import feature 


of the Natural Gas Act, and does not attempt to evaluate the export provisions 
of the bill. 


General effect of S. 1287 


As presently written, section 3 of the Natural Gas Act allows the Federal Power 
Commission to exercise judgment as to whether the importation or exportation 
of natural gas from or to a foreign country would be consistent with the public 
interest. 

In exercising such judgment, the Commission is able to weigh all of the factors 
involved in any particular application and shall grant an import permit unless 
it is established that such a permit would not be consistent with the public 
interest. 

S. 1287, however, makes it mandatory for the Commission to deny any applica- 
tion where it is found that any economie dislocation, unemployment, or injury to 
competing fuel industries of the United States may exist. 

By placing the entire determination upon the extremely narrow ground of 
the effect on competing fuels, which might occur anywhere in the United States, 
the Hunt amendment (S. 1287) disregards the possible effect on gas customers, 
denies the Commission the free exercise of judgment and, in effect, constitutes a 
ban on any importation of natural gas. 


No consideration for consumers 


The amendment apparently gives no consideration to the welfare of the natural 

gas consumers: of companies like the Montana Power Co. It would deny these 
customers the benefits and economy of natural gas, solely on the basis of alleged 
injury to competing fuel, despite the fact that such competing fuel might not be 
an important factor in the area. 

As an example, importation of natural gas could be denied if it were shown 
that the importation would adversely affect 1 coal mine having 6 miners. The 
fact that denial of importation might adversely affect the convenience, welfare, 
and economy of tens of thousands of natural gas customers appears not to be 
considered. 


Anaconda Copper Mining Co. operations 

Under terms of its limited permits, the Montana Power Co. now is using 
Canadian natural gas to supply mining and smelting operations of the Anaconda 
Copper Mining Co. in Montana. Natural gas service to Anaconda Copper Mining 
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Co.’s Butte and Anaconda facilities was instituted in 1931, while natural gas 
service at Anaconda Copper Mining Co.’s Great Falls operations began in 1928 
and has been supplied by the Montana Power Co. since 1950. 

Inasmuch as importation of Canadian natural gas did not start until 1952, 
this importation has not resulted in any dislocation or injury to competing fuel 
industries. Their only interest could be the possibility of recapturing this min- 
ing and smelting market if a supply of natural gas were not available to 
Anaconda Copper Mining Co. 


Economy of natural gas to Anaccnda Copper Mining Co. operations 


The economy of natural gas is an important element in the smelting and refin- 
ing of nonferous metals, and to deny importation of Canadian gas would be to 
jeopardize the Anaconda Copper Mining Co.’s gas supply situation and seriously 
affect the economy of the entire State of Montana. 

The cost to the Anaconda Copper Mining Co. of conversion from natural gas 
to oil, which is the fuel next preferred for its operations, would be approxi- 
mately $225,000, according to testimony presented at Montana Power's gas im- 
portation hearing before the Federal Power Commission in 1951, while the 
increased operating cost of using oil instead of gas would amount to $2,971,895 
per year. 

If Anaconda Copper Mining Co. were forced to convert from gas to coal, the 
conversion cost would be $3,750,000 and the increased operating cost would be 
$3,585,570 a year. 

Loss of natural gas as a fuel would create serious problems for Anaconda Cop 
per Mining Co., including loss of sales in a highly competitive market, inability to 
earry out certain refining processes, and inability to process marginal ores. 
{dverse effects on economy of Montana 

The adverse effects of Anaconda Copper Mining Co. losing natural gas as a 
source of fuel supply would cause far greater dislocation and injury to the 
economy of Montana and its people than would occur in the oil or coal industries 
of the State. 

Loss of markets and higher operating costs might result in unemployment in 
the mines and smelters and subsequent hardship for thousands of persons who 
rely on the Anaconda Copper Mining Co. for their livelihood. 

The Montana Power Co. believes that the general welfare of the 33,000 
domestic users of natural gas in Montana and the economic well-being of Mon- 
tana’s industries and the people who are employed by those industries greatly 
outweigh the dislocation and injury which might occur in other fuel industries 
by reason of the importation of natural gas from Canada. 

The Federal Power Commission staff counsel took a similar view in the brief 
it prepared in connection with Montana Power’s application for a limited 
import permit in 1951, when it said: 

Assuming, arguendo, that there were to be some displacement of coal as the 
result of the proposed importation, it is the opinion of the staff that the adverse 
effects to the coal and other interests alleged to flow therefrom would have to 
be weighed against the benefits to the public generally in determining consistency 
of the project with the public interest. * * * 

“* * * it is common knowledge that natural gas is a highly valuable natural 
resource available in limited and exhaustible quantities in the United States. 
It seems self-evident that any reasonable augmentation of these national sup- 
plies is desirable unless clearly outweighed by damage to the public interest.” 


Conclusion 


The Montana Power Co. constantly is endeavoring to locate and develop 
natural gas reserves that will assure a continuing supply of ftlel for its cus- 
tomers, who rely on the convenience and economy of gas. Natural gas reserves 
within reasonable transmission distance of the company’s system are extremely 
limited, and Canadian natural gas is one source that is available to the company 
and close to its system. The Pakowki Lake reserves are within 71 miles of the 
head of the company’s Montana transmission system, and the gas has been 
considered as properly being allocated to the Montana market. 

Because the proposed Hunt amendment with which this committee is con- 
cerned would adversely affect approximately 37,000 customers of the Montana 
Power Co. by denying them the benefits of Canadian natural gas, the company 
respectfully urges that the amendment (S. 1287) be rejected by Congress. 
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Mr. Doran. My name is T. L. Doran, I am a vice president of the 
Montana Power Co., an independent public utility which supplies 
electric energy, natural gas, and other utility services in the State of 
Montana. 

| an appearing before this committee to present the objections ot 
my company to S. 1287 by Senator Hunt of Wyoming, W hich proposes 
to amend the Natural Gas Act by inserting in section 3 a provision, 
which, for all practical purposes, would prohibit the import: ition 
from Canada of natural eas w hich is needed to he Ip meet the require- 

ents of our customers. 

I would like to describe for you briefly the operations of our com- 
pany in the State of Montana so that you will be familiar with the 
ulverse effects which S. 1287 would have on our customers. 

| believe there is a map attached to each statement. 

MI. Doran. The Montana Power Co. supplies natural gas service to 
approximi itely 37,000 Montana customers, including more than 33,000 
domestic users. We serve 29 communities which have an : aggregate 
population of approximately 120,000. 

We operate an integrated gas transmission system extending from 
the Cut Bank gas field in northern Montana to the Dry Creek and 
Clarks Fork fields in the southern part of the State. This system in 
cludes nearly 700 miles of transmission lines. 

Our holdings in Canada: We have two wholly owned subsidiaries 
n Alberta, the Canadian-Montana Gas Co., Ltd., which owns the pro- 
duction facilities in the Pakowki Lake gas fields of southeastern 
\lberta, and the Canadian-Montana Pipeline Co., which owns the 
16-inch transmission line from the field to the Canadian border and 
which transports Canadian gas to the Montana Power Co. at the 
border. 

Our Canadian gas reserves are located in five fields—Comrey, Black 
Butte, Smith Coulee, Manyberries, and Pendant d’Oreille—but at the 
present time, we are importing into Montana only the gas from the 
Black Butte, Smith Coulee, and Pendent d’Oreille fields due to the 
lunitations of the Alberta export permit. 

We have limited export permits from the Alberta provincial and 
Canadian dominion governments and a limited import permit from 
the Federal Power Commission. Under the terms of these permits, 
we are allowed to bring in up to 10 billion cubic feet of gas per year 
for use in the Butte mines and the Anaconda and Great Falls smelters 
of the Anaconda Copper Mining Co. 

The Montana Power Co. at the present time is the only company in 
the United States which holds a permit from the Federal Power Com- 
mission to import gas from Canada. 

As it is written, section 3 of the Natural Gas Act provides that the 
Federal Power Commission shall issue an import permit unless it is 
shown that the importation of gas would not be consistent with the 
public interest. In exercising the judgment that is allowed under the 
section, the Commission is able to weigh all of the factors involved in 
any z parties ‘application. 

1287, however, would make it mandatory upon the Commission to 
tiie any application where it found that any economic dislocation, 
unemployment, or injury to competing fuel industries might exist. 
3v limiting the public interest question to the effect importation of 
gas might have on competing fuel industries, the Hunt amendment 
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denies the Commission exercise of judgment, disregards the interest 
of natural gas customers and, in effect, constitutes a ban on any im- 
portation of natural gas 

The amendment saved gives no consideration to the welfare 
of the natural gas customers of the c ompanies like the Montana Power 
Co. It would deny these people the benefits of natural gas solely on 
the basis of what importation of gas would mean to a competing fuel 
industry, despite the fact that the other fuel might not be an impor- 
tant factor in the area involved. 

That is the situation in the Montana Power Co.'s area, where our 
customers have been using natural gas for 23 years. 

We believe the principle to be wrong for importation of natural gas 
to be deried because it might adversely affect a very few coal miners 
in the area, although the importation of gas would benefit tens of 
thousands of gas customers. 

The Anaconda C opper Mining Co., which now is being supplied 
with natural gas from Canada, has been using gas in its mining and 
smelting oper ations for many years. Gas service in Butte and “Ana- 
conda began in 1931 and gas service in Great Falls started in 1928. 

Inasmuch as importation of Canadian natural gas did not start 
until 1952, this importation has not resulted in dislocation or injury 
to the coal industry or any other competing fuel. 

The ACM Co., however, relies on natural gas for important phases 
of its smelting operations, and if it were denied the use of Canadian 
gas, its supply situation would be jeopardized and the economy of its 
operations would be seriously affected. 

Loss of natural gas as a fuel would create serious problems for ACM 
including loss of ‘sales in a highly competitive market, inability to 
process marginal ores and inability to carry out certain refining 
processes. 

If it lost its markets and had to face higher operating costs, ACM 
Co. would face serious hardship, which would be reflected in unem- 
ployment and injury to the economy of the entire State. 

The Montana Power Co. constantly is seeking to locate and develop 
gas reserves to assure a continuing supply of fuel for its customers, all 
of whom rely on the convenience and economy of this fuel. Gas re- 
serves within reasonable transmission distance of the company’s sys- 
tem are extremely limited, and Canada is one source of gas that is 
available to the company and close to its system. The Pakowki Lake 
reserves are 71 miles from Cut Bank, Mont., and have been considered 
as being properly allocated to the Montana market. 

We have a responsibility to protect the interests of our 37,000 gas 
customers, and we believe that the Hunt amendment, should it be 
passed, would adversely affect every one of those 37,000 customers. 

We, therefore, respectfully urge that S. 1287 be rejected by Congress. 

Senator Purreti. Thank you very much, Mr. Doran. 

Senator Monroney, have you any questions ¢ 

Senator Monronry. If, because of defense needs—— 

Senator Purtretn. I wonder if I could interrupt. 

We have only one or two witnesses, and I am about 15 minutes late 
toa meeting. 

Would you mind presiding, Senator / 

I am sorry I won't be able to stay here for the questioning, but I am 
late for a meeting I must attend. 
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Senator Monroney. | understand. 

Senator Purrery. Thank you. 

Senator Monroney (presiding). If, because of defense needs and 
other supplies, mining and smelting and all, there were no competi- 
tive fuel that would be priced competitively in the Montana area and 
you were unable to import additional supplies of gas from Canad: a, if 
this does embargo the supply, would there be any effect of transferr Ing 
these operations, which create large payrolls in the processing of 
metals and minerals, across the border into Canada / 

In other words, if you can’t bring the fuel to Montana, would you 
not stand the risk of seeing the raw material go to Canada, where the 
fuel supply would be available / 

Mr. Doran. I believe, Senator, that would present an economic prob- 
lem, and I - not in a position to say just exactly what effect that 
would have; but knowing the time that Anaconda has operated in the 
various areas—just to give you an idea, if you are not familiar with 
their operations, the mining operation is ¢ ‘arried on at Butte, the smelt- 
ing operation is carried on in Anaconda, which is 25 miles west, and 
then an additional smelting operation is carried on at Great Falls, 
which is about 165 miles north of Butte, and they also have a slag 
operation in East Helena, which is about 65 miles from Butte. 

I don’t believe it would be economically feasible to transfer the 
operations of Anaconda to Canada in order to have the smelting 
operat ion carried on. 

Senator Monronry. What I mean is: If the fuel is not available 
at an economic figure—and you mentioned, I think, the difference 
in the cost of Anaconda’s operation running $314 million—if they were 
not allowed to have this gas supply —— 

Mr. Doran. I believe that was the statement of Mr. Priest, and I 
agree to the statements that he has made. 

Senator Monroney. Then if it would not result in the transfer of 
this operation, it perhaps could result in a competing industry having 
that advantage, if they operated over the border, could it not, in 
Canada ? 

Mr. Doran. Competing industry, if it were located in Canada—that 
would be possible. 

Senator Monroney. And it would close up the operation you now 
have, and another industry going to where the gas would be, if it were 
that important a factor, might control the location. 

What I had in mind was that Senator Murr: ay vesterday was talking 
about the high-rate plateau that Montana was on and the difficulty in 
attracting or maintaining industries there, whereas if you are able to 
supply the needs with gas you don’t have to worry so much about the 
freight rates. 

Mr. Dora. The Anaconda Co. employs in the 3 towns approxi- 
mately 12,000 men, and that is divided around 6,500 at Butte and 3,000 
to 3,500 in Anaconda and about 1,800 to 2,000 in Great Falls. 

Now. they have just undertaken a program where they are treating 
and mining the marginal ores, the low-grade copper ore, which, if 
they are faced with increased costs there, might mean the reduction 
in the processing of this marginal ore and which, no doubt, would 
result in lesser employment, which would affect the entire 





Senator Monroney. The point I am making is sometimes the absence 
of a fuel which might seem competitive with another fuel, that is, the 
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absence of a fuel such as gas, might result in even greater unemploy- 
ment in the area. 

Mr. Doran. That is right. 

Senator Monroney. And it would create, if these industries were 
forced to reconvert to coal—— 

Mr. Doran. I might say the testimony presented at Billings, that 
the statement of four of the officials of the Anaconda Co. was to the 
effect that if they did not get the natural gas from Canada they would 
go to oil; their operations would be oil rather than coal. 

Senator Monroney. I see. 

Senator Hunt, did you have any questions 4 

Senator Hunr. Are you familiar with the exhausted Baker field 
Montana / 

Mr. Doran. No, sir. That is east of our system. 

Senator Hunt. Do you know whether or not, as of today, gas from 
the Big Horn Basin is being piped into the Baker field and stored in 
the exhausted area there ? 

Mr. Doran. In am sorry, Senator. J am not familiar with that. 

Our operations, if you will notice from the map, just go approxi- 
mately 200 miles east of Butte, and Baker, Mont.—I might ‘have an 1ap 
here that I could give you which would give you some idea of where 
Baker Field is loe ‘ated, 

This gas you are using from Canada is gas that you people own, 
isn’t it? 

Mr. Doran. We own own reserves in Canada, and on December 

the Alberta petroleum and natural gas conservation board recom- 
mended that the general permit be issued to the Montana Power Co. 
to export all of the gas it owns in the Pakowki Lake area. 

Senator Hunr. Are you using much out of the Cut Bank field ¢ 

Mr. Doran. Oh, yes. You see, Anaconda uses about 10 billion feet 
a year, and our sales will run in excess of 20 billion a year. 

Senator Hun. Does Anaconda have any prope rties in Great Falls # 

Mr. Doran. Do you mean smelting operations ? 

Senator Hunt. Yes. 

Mr. Doran. Extensive operations. Their wire mill is located in 
Great Falls. They are now building, and plan to put into operation 
an aluminum wire mill in Great Falls. 

Senator Hunt. That is all. 

Senator Monroney. Thank you very much. 

Mr. Doran. Thank you very much for your time. 

(Subsequently, the following letter, dated May 21, 1954, was re 
ceived from Mr. Doran.) 

THE MONTANA POWER Co., 
Butte, Mont., May 21,1954 
Hon. WILLIAM A. PURTELL, Chairman, 
Subcommittee on Business and Consumer Interests, 
Senate Office Building, Washington, D. C. 

Dear Senator PurTeELL: On May 14 I appeared before your subcommittee of 
the Committee on Interstate and Foreign Commerce and presented a statement 
on behalf of the Montana Power Co. in opposition to the Hunt bill, S. 1287. 

Supplementing my statement, I wish to advise you that on May 14, 1954, the 
Petroleum and Natural Gas Conservation Board of the Province of Alberta, 
Canada, issued a permit to Canadian-Montana Pipe Line Co., a wholly owned 
subsidiary of the Montana Power Co., for a period of 20 years authorizing the 
export from the Province of natural gas not to exceed 20 billion cubic feet in any 


consecutive 12-month period and at a rate of flow of not more than 100 million 
cubic feet in any 1 day. 
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The Montana Power Co. will file an application with the Federal Power Com- 
mission at once for authority to import this natural gas into the United States. 

We believe that the import of this gas is of vital importance to the 37,000 cus- 
tomers served by the Montana Power Co. and to the overall economy of the 
State of Montana. The amendment of the Natural Gas Act proposed by 8. 1287 
would substantially prohibit the importation of natural gas from Canada to the 
great detriment of natural gas users in Montana, and I respectfully urge that 
your committee reject the amendment. 

I appreciated the opportunity of appearing before your committee and thought 
that the information concerning the new Alberta export permit should be added 
to my statement. 

Very truly yours, T. L. DoRAN, 
Vice President. 

Senator Monroney. The next witness is Mr. Frederick T. Searls of 
Pacifie Gas & Electric Co. 

Mr. Searls. 


STATEMENT OF FREDERICK T. SEARLS, RATE ATTORNEY, 
PACIFIC GAS & ELECTRIC CO. 


Mr. Searus. My name is F. T. Searls, and I am the rate attorney of 
the Pacific Gas & Electric Co. I have been with that company some 
‘8 years and I am generally familiar with its operations, and particu- 
larly its gas operations. 

This company is an electric and gas utility, serving northern and 
central California, an area with a population of approximately 
5,000,000 persons. The company, and its subsidiary, Coast Counties 
Gas & Electric Co., have approximately 1,300,000 natural gas 
customers. 

Following World War IT California had to go beyond its bound- 
aries for sources of gas because of the dec lining production of Cali- 
fornia gas, on the one hand, and the tremendous increase in population 
and in consumption of gas per customer, on the other hand. 

Pacific Gas & Electric Co., and other gas utility companies in Cali- 
fornia, now obtain the greater part of their gas supply from out-of.- 
State sources, that is, Texas and New Mexico. By the end of 1954 out- 
of-St: og gas will be coming into the State and the rate of approxi- 
mate ly 400 million cubic feet per day, and will constitute : ipprox}- 
mate ‘ly two-thirds of the State’s total supply of natural g 

In view of the great growth in the consumption of. sail gas in 
the United States, and the keen competition among the major pipeline 
systems for gas reserves in the United States, it is quite possible that 
the large newly discovered gas reserves of western Canada may pro- 
vide in the near future an economic source of a supplemental supply 
of gas for the State of California. If this eventuality should be real- 
ized, then, obviously, any obstacle or impediment to the importation 
of natural gas from Canada would be detrimental to the welfare of 
the people of California. 

Any constriction on the supply of natural gas would be detrimental 
to the people of California because the fuel economy of the State is 
largely a natural gas economy. 

Coal is not produced in California or adjacent States, or used in 
California in significant Ghantities because of the high transportation 
costs that would have to be included in the delivered price. 

Fuel oil is used extensively by industrial and certain types of com- 
mercial establishments, many of which also use gas, on an interrupt- 


ible basis. 
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However, the millions of home owners and small commercial estab 
lishments dependent upon natural gas for cooking, water heat ing and 
space heating could not install equipment to burn fuel oil, except at 
prohibitive expense. , : ae 

And it should be noted, also, that since World War II California 
has become a net importer of oil. Electric energy is, of course, widely 
distributed in California, but most of it is now generated in steam- 
electric plants, and they burn natural gas, on an interruptible basis, 
and fuel oil. 

Turning to Senate bill 1287, it ese that this bill would bar the 
importation of natural gas from Canada if such importation would 
“result in economic dislocation, unemployment, or injury to com- 
peting fuel industries of the United States.” 

How would this bill be interpreted in respect to California. 

The probable effect of importing a supplemental supply of natural 
gas into California would be to retard, or defer, the growth in the 
consumption of fuel oil, in the form of fuel oil, and in the form of 
electric energy generated from fuel oil. Presumably, this effect 
might be construed as injury to competing fuel industries of the 
United States, notwithstanding the fact that the big oil companies 
are also the big suppliers of natural gas and must dispose of both 
oil and gas on a balanced and economic basis. Moreover, it might 
also be argued that any such prospective reduction in the rate of 
growth in the consumption of fuel oil would be an economic disloca- 
tion, and would necessarily result in unemployment in the sense that 
there would be slightly fewer workers needed in the oil business than 
would be needed if such supplemental supplies of natural gas were 
not brought into the state. 

Of course, the welfare of the State as a whole, the living standards 
of the people, the fuel costs of business, and the general employment 
level would ali be benefited by the availability in the state of as much 
natural gas as possible at the lowest rates possible. 

In addition, looking at the question from the standpoint of the 
broader long-range interests of the United States, would we not be 
well advised to use the natural resources of a friendly neighbor, when- 
ever available on an economic basis, so as to reduce as much as possi- 
ble the rate of exhaustion of our own valuable and irreplaceable nat- 
ural resources ? 

In view of the foregoing considerations, it is respectfully submitted 
that the Federal Power Commission should be left unfettered in re- 
spect to its power to determine, upon the basis of all of the facts and 
circumstances of the case, how the public interest would be affected 
by any particular project to import natural gas into the United States. 

Senator Monronery. Thank you very much, Mr. Searls. 

Did you have any questions? 

You are not now buying gas from Canada, of course ? 

Mr. Searts. No, sir; we are not. 

Senator Monroney. But you look on the possibility that in the 
future, if their reserves continue to climb and your availability of sup- 
plies within the United States from Texas, New Mexico, and perhaps 
Oklahoma, do not supply you with the increased production that your 
consumers would demand, you would like not to be prohibited or re- 
strained from at least looking northward for a supply ? 

Mr. Searts. That is correct. That is exactly right, Senator. 
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Senator Hunr. Did I understand you to say you are importing oil 
now ¢ 

Mr. Searts. Yes, sir; we are. 

Senator Hunr. Is your oil production dropping or under demands 
in relation to—— 

Mr. Srarts. I believe our oil production is declining. I know that 
our gas reserves are declining, and I believe our oil production is also 
declining. 

Senator Monroney. There have been no new fields found in Cali- 
fornia in the last eae! years, have there, gas fields? 

Mr. Sears. Well, 1 ‘might be safer to say that the discovery of 
new fields hasn't ke ob pees with withdrawals from existing fields. 

Senator Monroney. That would apply not only to C alifornia but 
on a basis nationwide, that our discoveries have not kept pace with 
the expansion and increased demands ¢ 

Mr. Sears. That is what I understand from Mr. Falk’s figures this 
morning. 

Senator Monroney. Do you have any further questions, Senator 
Hunt ? 

Senator Hunt. No. 

Senator Monroney. Thank you very much, Mr. Searls, for giving 
us the advantage of your testimony. 

Mr. Herbert Cameron, vice-president of the Board of Public Utili- 
ties and Transportat ion, Los Angeles, Calif. 


STATEMENT OF HERBERT CAMERON, VICE PRESIDENT, BOARD 


OF PUBLIC UTILITIES AND TRANSPORTATION, LOS ANGELES, 
CALIF. 


Mr. Cameron. My name is Herbert Cameron, Mr. Chairman. 
Senator Monronry. Thank you, Mr. Cameron, for coming here 


tod: ay. 
You nat) proceed i in your own way. 
Mr. Cameron. Thank you, sir. I have a prepared statement that 


I would like to read, and I ordinarily am not too enthusiastic about 
reading statements, because you can never anticipate in advance what 
the situation is going to be when you want to use it. However, I think 
[ will just, in way of summation, state why I am here. 

As a member of the Board of Public Utilities of the City of Los 
Angeles, our board has jurisdiction over all privately owned public 
utility operations and we prescribe rules and regulations for their 
operation in the city, which is not inconsistent with State or Federal 
power rights. 

We have in Los Angeles alone up to 2 million gas consumers, natu- 
ral-gas consumers. 

We use on an average—say 1952, I think, was the last available 
average that was issued by the California Public Utilities Commis- 
sion—as a comparison with 1949, the yearly average thousand cubic 
feet use of gas by the average consumer was 108,000 cubic feet. In 
1952 it had increased to 162,000 cubic feet average yearly use. 

Now, in 1947 we started importing gas from outside sources, chiefly 
from Texas. This year the importation of gas on the wholesale rate 
basis was in the vicinity of over $38 million, that i is, last year, 1953, 
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and we, in California, now, I think, will be importing this year and 
probably next year upwards of a billion and a half cubic feet daily of 
gas. 

We have to import that. Our reserves have been depleted. 

The population increase is terrific. We have to make provision for 
the future. 

The present population is 1014 million in the State. By 1960 it is 
estimated it will be 14 million. 

If this bill will preclude the importation of gas from Canada, the 
Pacific Northwest, which is now attempting, through a proceeding 
that is now pending before the Federal Power Commission, to deplete 
our reserves, which is in generally the San Juan basin, which is where 
we are looking now for future importation of gas, those reserves will 
be depleted by the Northwest States to the detriment of California 
future use. 

We, therefore, feel that any legislation which will preclude the im- 
portation of gas from where the Omnipotent Creator, through the 
exercise Of His judicious wisdom, has caused it to be placed, which, 
namely, is in Canada—we are going to suffer terrific hardship, not 
only for the present, but the future. 

So, I just wanted to appear here, if you please, to call upon this 
legislative body to consider very seriously the impact and the effect 
of the } ovisions of the proposed Hunt bill. 

Monk I was an attorney for the California Public Commission for 9 
years, and I have been in the utility field practic: ally all my life, and 
I don’t know of any decision or any series of decisions whereby we 
can draw any conclusion from what the phraseology of this bill 
might mean. 

We, therefore, rather than hazard the chance of judicial determina- 
tion of what it means, rely on what we already know be interpreta- 
tions of other phraseology. 

1, therefore, on behalf of those I represent request that this bill be 
not reported. 

That is all T have to say, gentlemen. 

Senator Monroney. Did I understand you to say the valuation of 
the gas distribution system in Los Angeles is $38 million ¢ 

Mr. Cameron. No; not the distribution system. That runs into 
millions. In other words, I think the California people, in conjunc- 
tion with some others, spent, to bring the gas to the California bor- 
der—I think it was $180 million on their transmission system, and I 
understand there is going to be probably $50 million more spent on it in 
the near future. 

Senator Monroney. And your theory is this Pacific Northwest area 
will get the gas, hard fuels to the contrary, notwithstanding the dis- 
location to the coal miners that will exist, whether we allow the impor- 
tation of gas from Canada or not ? 

Mr. Cameron. That is right. 

Senator Monroney. In other words, it will come from domestic 
fields, and, in coming from domestic fields, will draw on the potential 
supply for Los Angeles and for other communities who now must 
look for those same producing wells for their existence ? 

Mr. Cameron. I baliors that is a correct statement, Mr. Senator. 

Senator Monronry. As you well know, and as all of us from gas 
areas well know, the more straws you put into a Coca-Cola glass, the 
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sooner that is exhausted, and the more towns, communities, and area 
that must depend on the known gas reserves, the weaker becomes the 
position of the people at the end of the line, and the ones that are now 
served by hundreds of millions of dollars in pipelines and in distribu- 
tion systems. 

Mr. Cameron. That is true. 

As an official of the city, I dislike very much having to place myself 
in the position of opposing what other like communities feel is their 
inherent right. 

For instance, in this Pacitic Northwest application now to transmit 
gas, that is, in large quantities—the exact amount [ don’t know—from 
the San Juan basin—that is not far from California, but to transport 
it from there to the Pacific Northwest just seems out of the question, 
although that is what they would have to do if, in my judgment, this 
bill becomes law. 

Senator Monroney. Did you intervene or did you have the right 
to intervene against the depletion of the fields ? 

Mr. Cameron. We did secure right to intervene, that is, the city did, 
in that case, and we are filing briefs. 

Senator Monroney. You felt the danger of leaving Los Angeles 
without a proper supply was important enough for you to intervene 
in that case ¢ 

Mr. Cameron. That is right. 

Senator Monronry. But in this case in Canada there would be no 
intervention and, in fact, you would look upon it as a potential supply, 
and if it keeps on increasing it might be useful to California itself 

Mr. Cameron. I think that is absolutely correct. 

Senator Monronery. Senator Hunt. 

Senator Hunt. What is the potential of the fields you are now get- 
ting your gas from, in years / 

Mr. Cameron. What is the future potential / 

Senator Hunt. Yes. 

Mr. Cameron. I am not too sure about that, Senator, but my recol- 
lection is, in determining the period of depreciation of the transmis- 
sion lines and in talking with one of the chief engineers of the Cali- 
fornia Public Utilities Commission, he figured that the California 
end of the transmission system should be depreciated over a 15-year 
period, which would be consistent with whe a the supply would be in 
those particular fields, including the San Juan field. 

Now, of course, I understand they are not depreciating them that 
fast. But that was his understanding. 

Senator Hunr. You are in no immediate danger, then? 

Mr. Cameron. Not for 15 years probably. That is the way things 
ure now existing. However, if the Pacific Northwest States and a lot 
of those other consumers are permitted to start draining the supplies, 
it is difficult to say just how or in what way it would affect us. It 
would depend largely on how fast they would deplete the reserves 

Senator Monronry. And also on how fast the greater Los Ange sles 
area grows ¢ 

Mr. Cameron. Yes. 

Senator Monronry. The more people that move there—and it has 
been a terrific growth—the faster the exhaustion of your reserves. 
It is just like a water supply. You may be able to supply the city 
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with water with your present dams, but if the city grows 25 percent 
you must look elsewhere for another 25 percent of your water supply. 

Mr. Cameron. That is correct, and I think the Bureau of the Census 
shows the areas, the municipalities and areas, in California are grow- 
ing more rapidly than any other areas in the country. 

Senator Monroney. Do you have any further questions, Senator ? 

Thank you very, very much for appearing before us, sir. 

I declare these hearings now concluded and would like to announce 
after the hearings are closed the record will be kept open for 10 days 
to receive additiona: statements or data from interested Members 
of Congress or from the public who are interested in this case. 

Thank you very much for favoring us with your attendance. 

(Whereupon, at 1:25 p. m., the hearing was closed. ) 

(Subsequently, the following communications were ordered to be 
printed in the record of the hearing :) 


TRANS-NORTHWEST GAS, INC., 
Spokane, Wash., Vay 10. 1954. 
Senator JOHN W. BRICKER, 
Chairman, Committee on Interstate and Foreign Commerce, 
(Subcommittee on Business and Consumer Interests), 
United States Senate, Washington, D.C. 

DEAR SENATOR BRICKER: Pursuant to your letter dated April 22, 1954, Trans 
Northwest Gas, Inc., a Washington corporation, respectfully submits the follow- 
ing statement to the Subcommittee on Business and Consumer Interests for 
consideration at its hearing on May 13 and 14, 1954, on Senate bill 1287: 


“UNITED STATES SENATE COMMITTEE ON INTERSTATI AND FOREIGN COMMERCE, 
“SUBCOMMITTEE ON BUSINESS AND CONSUMER INTERESTS. 


“STATEMENT ON SENATE BILL 1287 


“I. Authority delegated to Federal Power Commission ought not be impaired 

“By passage of the Natural Gas Act Congress manifested its intent to delegate 
to an agency of its own creation, the Federal Power Commission, the responsibil- 
ity of determining and serving the public interest and convenience and necessity 
in the construction and operation of natural gas pipelines and the sale of natural 
gas in interstate and foreign commerce. 

“The Federal Power Commission and its staff have administered the Natural 
Gas Act with marked success and with full awareness that ‘the public con- 
venience and necessity’ means the convenience and necessity of the people of the 
United States as a whole—not the self-interest of any particular region or 
group of citizens. No reason exists to withdraw from the Federal Power Com- 
mission a part of the authority so wisely delegated and so ably executed, only 
to suit the desires of a portion of two or three industries at the expense of the 
convenience and necessity of all the people. 

“TI. S. 1287 secks benefit to a special class 

“The rationale of S. 1287 applies equally to the importation of commodity, 
raw or manufactured, which is produced within the United States. There is 
no fact peculiar to the importation of natural gas which dictates application 
of restrictions peculiar in its case and’ designed to protect pocketbooks of a 
special class and take the cost of that protection from the pockets of the rest 
of the people in this country. 


“TIL. The bill seeks to block entry of natural gas from a buyer's market 

“The Pacific Northwest, particularly the intermountain area between the 
Cascades and the Rockies, is the only substantial area in the United States with- 
out the benefits of natural gas. The intermountain area, frequently called the 
Inland Empire, has the highest fuel costs of any comparable area in the United 
States. Huge reserves of natural gas in the Peace River area of northeastern 
British Columbia and northwestern Alberta are available to the Pacific North- 
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west and are not economically available to any other potential market. There 
is no other adequate and economically feasible source of natural gas available 
for the Pacific Northwest. 

“Thus, there is in the Peace River area a potentially great and relatively cheap 
‘captive supply’ of natural gas, the use of which will aid conservation of the 
already deficient natural gas reserves within the United States and thus create 
a stockpile of a vital national resource. The natural gas reserves in the United 
States have decreased from a 32%-year supply in 1946 to a 23.1-year supply in 
1952. If the principle of S. 1287 prevails huge reserves of natural gas in Canada 
will be lost to the economy and national defense of the United States. 


“ITV. EPnactment would restrict trade with Canada 

“Geographical and ideological compatibility of the United States and Canada 
has created a substantial commerce and cooperation in the development of hy- 
droelectric power and similar natural resources of the two countries and the 
future should see these mutually advantageous relations greatly expanded. Our 
enjoyment of the manifest benefits of Canadian natural gas is strictly in tune 
with this symphony of interest and action between the two nations. 

“The rapidly increasing purchasing power of Canada can be a great boon to 
its already thriving commerce with the United States. But the essentials of 
international trade require the expansion of Canada’s supply of United States 
dollars in order that its rapidly increasing purchases of United States products 
and services be not offset by the disadvantages to the United States of an un- 
favorable trade balance with Canada. Purchase of Canadian natural gas with 
our dollars will be rood business. 


“Vv. Conclusion 
“Legislation of the type of S. 1287, so clearly designed for the private aggran- 
dizement of a few that it may well be regarded as a ‘private bill,’ ought not to 
be enacted at the expense of the entire people. 
TRANS-NORTHWEST GAS, INC., 
By J. W. GREENOUGH, 
Secretary and Counsel.” 
The subcommittee is respectfully requested to make the foregoing statement 
a part of the record of its deliberations upon S. 1287 and to receive therein the 
oral testimony of either Dr. Charles R. Hetherington or Edward Falck, each of 
whom is hereby authorized to appear personally before the subcommittee for 
that purpose as representative of this corporation. 
Yours very truly, 
TRANS-NORTHWEST GAS, INC., 
By J. W. GREENOUGH, 
Secretary and Counsel. 


NORTHERN COLORADO COALS, INC., 
Denver, Colo., May 12, 1954. 
Hon. WILLtAM A. PURTELL, 
Chairman, Subcommittee on Business and Consumer Interests, 
Senate Office Building, Washington, D. C. 

Dear SENATOR: I am sincerely sorry that circumstances I cannot control have 
prevented my personal appearance before your committee at the hearings on 
S. 1287 currently in progress. 

Accordingly I am sending you herewith, airmail special delivery, seven addi- 
tional, properly certified copies of the same statement which I sent to you earlier. 
These are identical with the earlier statement except for a minor correction of 
table I. 

Respectfully, 


O. F. BRIDWELL, 
Secretary. 
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STATE OF COLORADO 


County of Denver 


CERTIFICATE 


The attached statement of facts and the views of Colorado and New Mexico 
coal mine owners on S. 1287 is respectfully submitted, and is true and correct 
to the best of my knowledge and belief. 

O. F. BRIDWELL, 


Secretary. 
Subscribed and sworn to before me this 12th day of May 1954. 
My commission expires June 3, 1957. 
[SEAL] RutuH EB. TURNER, 


Notary Public. 


STATEMENT OF O, F. BRIDWELL, REPRESENTING NORTHERN COLORADO COALS, INC., 
COLORADO AND NEW MExICco CoAL OPERATORS ASSOCIATION, IN CONNECTION WITH 
S$. 1287 (Foreign NATURAL GAS LEGISLATION ) 


My name is O. F. Bridwell. I am secretary-treasurer of Northern Colorado 
Coals, Inc., with offices at 650 Equitable Building, Denver, Colo. I am also 
representing the Colorado and New Mexico Coal Operators Association, 728 
Cooper Building, Denver, Colo. The foregoing are the trade associations of 
bituminous coal mine operators in Colorado and New Mexico, and represent 
about 85 percent of the bituminous coal production of the two States. 

The depressed condition of the coal industry in Colorado and New Mexico is 
a matter of serious concern: The prospect of complete extinction of the industry 
due to the competition of other fuels, particularly natural gas, and more particu- 
larly natural gas imported from foreign sources, has prompted the members of 
both the organizations I represent to resolve unanimously to support S. 1287, 
which would authorize the Federal Power Commission to curb importations of 
natural gas where such imports will result in economic dislocation, unemploy- 
ment, or injury to competing fuel industries located within the borders of the 
United States. 

It shall be my purpose to present facts about the Colorado and New Mexico 
coal industry and its current situation in competition with domestically produced 
natural gas, and to state the views of the coal mine owners on the prospect of 
the further inroads of foreign natural gas on their remaining markets. 

The facts are presented in a series of tables appended hereto. The following 
discussion is keyed by number to appropriate tables in the same order as the 
tables are found in the appendix : 

Table I—Reserves 

There is no doubting the adequacy of coal reserves in Colorado and New 
Mexico. These reserves are sufficient to meet all fuel needs, regardless of 
demands that might develop for many years to come. 

In fact, Colorado has more bituminous than any other State, almost five times 
as much as Pennsylvania ever had. Its great coal beds are entitled to considera- 
tion as a resource of greatest importance, not only to the State of Colorado, but te 
the Nation. 


Table II—Production 


Production in Colorado, and in New Mexico, is at about the lowest ebb pos- 
sible if the coal industry is to be maintained ready, willing and able to serve the 
economy. Further losses virtually mean extinction. 

Colorado production in 1953 is lowest since 1895—off 66 percent since 1925— 
off 53 percent since 1945. In New Mexico, the one remaining producer capable of 
operating on a commercial scale is hanging on by a thread. Should his mines 
close the New Mexico coal industry will be extinct for all commercially practical 
purposes. 

That demands on the coal industry in Colorado during World War II were 
heavy is clearly shown by the table. 

It goes without saying, and the figures graphically show, that employment of 
miners has declined concurrently with production, from near 14,000 in 1935 to 
4,078 in 19538. 
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Tre nd comparison 
“as Of the country have been flooded with so much natural gas at such 
as have the populous commercialized sections of Colorado and New 
ce 1927. Consequently the graph in table III shows that the decline 
of the coal industry in Colorado and New Mexico has been at a rate and toa 





low point not experienced elsewhere in the Nation. 


Table I\ Distribution 

Seventy-eight percent of Colorado and New Mexico coal moves to industrial 
rs rhe me heating market has already been largely taken over by 
competitive tueis 

It is mainly this heavy industrial market for Colorado coal that will be invaded 
by additional foreign or other additional supplies of natural gas. 


Table yj Gas use and cost 
Heavy industry in Colorado, 1951, used 60,000 million cubic feet of natural 


gas at an average price 14.6 cents per thousand cubic feet. Homes used 14,000 
million cubic feet and paid an average 46.7 cents per thousand cubic feet. What- 
ever it takes, in price, to squeeze coal out of the plants of heavy industrial con- 
Sumit where cost and not convenience is the determining factor, the gas in- 


austry has been able to do 
Table VJ Ca ity 

Colorado mines have so far maintained a large excess of capacity to produce. 
There were 23 mines in Colorado in 1945, each producing over 100,000 tons an- 
nually Only 8 produce so much today. These 8 however, are able to produce 
more than 2 times as much as their present actual production. Should these 
last eight large mines in the State be forced to close, Colorado’s potential as a 
commercial coal producing State would be irreparably crippled. Not only would 


the present actual production be lost but also their very considerable excess of 
cay vy to produce \ closed mine, by its very nature, loses almost immedi- 
ately its entire workings. Track and machinery are pulled; the mine is perma- 
nently sealed rhe unmined coal that has been opened up in that mine, for the 
most part, is forever lost. 


Conclusion 

Coal reserves are available in Colorado and New Mexico entirely adequate to 
meet all future fuel requirements. There is no need for additional natural gas 
ipplies in Colorado and New Mexico coal market areas. This is certainly true 
of imported foreign natural gas. The industrialized sections in these market 
areas are already supplied with gas in such quantities that between 4 and 5 
times as much is used by the heavy industrial consumer as is used for home heat- 


ing purposes. It is largely to serve remaining coal-fired heavy industry, and new 
ndustries, that additional supplies of gas would be used. 
rhe Colorado and New Mexico coal industry has declined to an alarming low 


poir yet has maintained a substantial capacity to produce. This capacity to 
produce is of national significance, and should not be allowed to deteriorate fur- 
ther It is needed, vitally needed, in case of War. It would take years, and mil- 
lions, to rebuild if allowed to die. 

There is need for a clear-cut national fuel policy that would encourage the 
maintenance of a reasonably strong coal industry. The use of coal fuel should 
be required by heavy industries located wherever coal in large quantities is 
nearby Its use, in quantity, the year round, would assure low fuel costs for years 
to come, and would conserve natural gas and oil for higher-type usage. 

A step in the direction of such a fuel policy, nationally, would be the passage 

f S. 1287, which would prevent the destruction at the hands of foreign-produced 
fuel of existing coal industry located within our own national borders. It would, 
We sincerely believe, contribute materially to the long-range future prospects of 
the Colorado and New Mexico coal industry. 
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TABLE LV.—Distribution Colorado and New Mevzico coal—January to September 
1953 
: wre Percent of 
: total 
Electric p lities a 16 
Metallurgical (coke 1 } 35 
Other industrial 316, 647 27 
Total industrial 901, 160 78 
Retail dealers 247, 831 22 
Grand total 1, 148, 991 100 
Source: Regular statistical reports—Colorado and New Mexico Coal Operators Association and Northern 


Colorado Coals, Inc 
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TABLE V Colorado consumption and average cost, natural gas 


Increase, 


Use 1935 1951 1951 over 
1935 

Industrial 

Consumptior million cubic feet 12, 234 59, 945 47,711 

Average per thousand cubic feet cents 13.7 14.64 .0~ scene 
Commercial | 

Consumption million cubic feet 1,145 27, 166 26, 021 

Average per thousand cubic feet cents 62.1 Me Exnecce 
Domesti 

Consumption million cubic feet 3, 854 13, 958 | 10, 104 

Average per thousand cubic feet cents 84.7 46.7 


Source: Bureau of Mines, Mineral Yearbooks. 


TABLE VI Number of mines, production and production capacity, mines pro- 
ducing over 100,000 tons annually, 1953 compared to 1945, Colorado 


Excess capacity over 








; Number entice, Capacity, production 
Year Avec: road 280-day 
of mines | tion (tons . ¢ EE ee 
year (tons 
rons | Percent 
Die anecwe : s ‘. j 26 4, 745 7, 930, 612 3, 185, 357 | 167 
ee cs s 1,950,312 | 5,148,640 | 3, 198, 328 | 264 


Source: Annual Report, Coal Mine Inspection Department, Colorado. 


RESOLUTION OF THE BELLINGHAM CHAMBER OF COMMERCE, BELLINGHAM, WASH., 
May 14, 1954 


“Whereas there was introduced into the Senate of the United States a bill 
designated as Senate bill 1287 for the purpose of amending section 3 of the 
Natural Gas Act by inserting between the second and third sentences thereof 
a new sentence which reads as follows: ‘It shall not be deemed to be consistent 
with the public interest to authorize the exportation or importation of natural 
gas in any case where the Commission finds that such exportation or importa- 
tion will result in economic dislocation, unemployment, or injury to competing 
fuel industries of the United States’; and 

“Whereas this amendment to existing legislation would appear to be against 
the best interests of Bellingham and Whatcom County, Wash., and the Pacific 
Northwest in that the Dominion of Canada may prove to be the most economical 
source from which the Pacific Northwest can obtain a supply of natural gas; and 

“Whereas this type of legislation would set up such rules and regulations as 
would tend to restrict the normal interchange of goods and services between 
the United States and Canada: Now be it therefore 

“Resolved, That the Bellingham Chamber of Commerce, Bellingham, Wash., 
go on record as opposing this amendment and that the congressional delegates 
of the State of Washington be notified immediately of this resolution and a copy 
thereof be sent to the Committee on Interstate and Foreign Commerce of the 
Senate of the United States, to whom this bill has been referred.” 

The above action was taken at a special meeting of the executive board of 
the Bellingham Chamber of Commerce on this 14th day of May 1954. 

[SEAL] G. W. Gannon, Manager, Bellingham Chamber of Commerce. 





JAMESTOWN, N. DaK., May 11, 1954. 


Senator W. A. PurRTELL, 
Senate Office Building, Washington, D.C. 
HonoRABLE SENATOR: It has been called to my attention that Hunt bill (S. 
1287) is up for consideration, and I would like to urge prompt and favorable 
action on this bill. 
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I would like to call to your attention that the lignite industry is one of the 
few industries in the State of North Dakota, and a good many families depend 
on the mining of lignite for their livelihood. If foreign gas is allowed to come 
into the State of North Dakota, it will close many of the mines and thereby 
put many men in the lignite industry as well as railroad people out of work. 

Again let me ask your favorable action on the Hunt bill (S. 1287). 

Very truly yours, 
N. A. BEHLEs. 


BAUKOL-NOONAN, INC., 
Noonan, N. Dak., May 10, 1954. 
Senator WILLIAM A. PURTELL, 
United States Senate Building, 
Washington, D. CO. 

DEAR SENATOR PuRTELL: With reference to the hearings scheduled for May 13 
and 14 on Senate bill 1287, please be advised that, while circumstances make it 
impossible for the writer to appear in person at the scheduled hearings, the sub- 
ject under consideration is of such vital importance that we hope that this com- 
munication may be considered part of the record in your consideration of the 
bill. 

Baukol-Noonan, Inc., is a lignite mining corporation conducting its operations 
at Noonan, N. Dak., and has so conducted its operations since July 1930. We are 
located only 7 miles from the Canadian border and thus have many good friends 
in Canada and have conducted many business transactions with Canadian firms. 
We know that Canadians would look at a bill such as Senate bill 1287 in much the 
same manner as we do if similar legislation was introduced in the Canadian 
Parliament. Our interpretation of the bill is that it gives the Federal Power 
Commission authority to consider the economic impact of importation of natural 
gas in reaching decisions as to whether or not applications for certificates of 
public convenience and necessity should be approved or denied. Certainly it 
would appear that such authority would be elementary in making any determi- 
nations concerning the wisdom of importing any commodity into the United 
States. In our particular instance, the importation of Canadian gas would result 
in complete destruction of our industrial markets in the Red River Valley of 
North Dakota and Minnesota and thus reduce our industrial consumption by 
more than 75 percent. Since industrial consumption represents 65 percent of 
our complete production, it is easy to evaluate the effect of importation of Ca- 
nadian gas upon our production, our employment, and our economy. It would in 
all likelihood require us to discontinue operations for substantial parts, if not 
all, of each year and would have a disastrous effect upon the economy of this 
region. We would lose in excess of 110,000 tons of industrial tonnage if this 
market were pirated, with an annual value in excess of $230,000. Our company 
could not afford this loss. 

We feel that the matter is of such vital importance that any artificial barrier to 
its consideration by the Federal Power Commission in reaching decisions is not 
only unfair, but utterly unconscionable. 

We rely on you to give this matter you most earnest consideration and to 
present it before the remainder of the committe holding hearings on the bill. 

Very truly yours, 
R. W. Rovetstap, President. 





ASSOCIATION OF GENERAL CHAIRMEN, 
DENVER AND R1ro GRANDE WESTERN RAILROAD Co., 
Denver 2, Colo., April 23, 1954. 
Hon. EvGENE D. MILLIKIN, 
Senate Office Building, 
Washington, D. C. 

My Dear SENATOR: At annual meeting of the Association of General Chair- 
men, Denver and Rio Grande Western Railroad Co., held April 22, 1954, the fol- 
lowing resolution was adopted: 

Whereas the use of coal, to the exclusion of all other forms of fuel, for space 
heating in public buildings and for all other industrial purposes is vital to the 
economy of the States of Colorado, Utah, and Wyoming ; and 

Whereas we strongly favor the enactment into law of Senate Biil 1287 and 
House Bill 1827 ; Therefore, be it 
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Resolved, That in behalf of the employees of the railroads represented through 
this association, the secretary be directed to forward a copy of this resolution to 
Senators and Congressmen from States and districts in which our membership 
reside. 

This matter is of vital concern to our membership and we strongly urge your 
support and cooperation in securing its enactment into law. 

Yours very truly, 
Wo. J. DoNLON, 
Secretary-Treasurer. 


WESTERN STATES FUEL PoLicy CoUNCIL, 
Billings, Mont., January 25, 1954. 
Hon. Joun W. BrIcKeER, 
Chairman, Senate Committee on Interstate and Foreign Commerce, 
Senate Office Building, Washington, D. C. 

DEAR SENATOR BrRiIcKER: During the first session of the 83d Congress, Senator 
Lester C. Hunt of Wyoming introduced a bill, 8S. 1287, to amend the Natural 
Gas Act, and if passed would offer relief to the numerous industries in many 
areas affected by the importation of foreign natural gas, which has caused 
unnecessary economic hardship and unemployment; this bill is presently before 
your Committee on Interstate and Foreign Commerce. 

The Western States Fuel Policy Council is organized and comprised of rep- 
resentatives for numerous and various industries, including coal, railroads, other 
transportation, retail business related and unrelated thereto, together with civic 
groups, labor organizations, and other interested parties who likewise have 
suffered through the invasion of foreign natural gas. We respectfully and 
urgently request an early hearing be held on S. 1287, and that favorable action 
will be taken by you to assist in every way possible to prevent further economic 
stress and hardship with so many directly and indirectly affected businesses 
and industries causing unwarranted unemployment. 

We are of the opinion that all efforts should be made to preserve our Nation’s 
industries and our way of life. 

Respectfully yours, 
R. J. BOY Le. 


SPOKANE CHAMBER OF COM MERCE, 
Spokane 1, Wash., May 21, 1954. 
Hon. WARREN G. MAGNUSON, 
Senate Office Building, Washington, D. C. 


DEAR SENATOR MAGNUSON: You well know Spokane’s interest in securing nat- 
ural gas at an early date. The full potential of the State of Washington can 
never be realized unless an adequate supply of cheap fuel is made available. 
Natural gas from southwestern United States or from Canada provides the 
answer to the State’s fuel problems. 

For this reason, the Spokane Chamber of Commerce is seriously concerned 
over results of legislation such as proposed by Senator Hunt, of Wyoming, 
if it should be passed. We refer specifically to S. 1287, which would restrict 
importation of natural gas. 

Members of the Board of Trustees of the Spokane chamber have voted unan- 
imously to place the chamber on record as opposing passage of 8S. 1287. We are 
sure the trustees express the sentiment of our entire membership. 

In considering this bill, will you please keep in mind the position of the 
Spokane chamber, and use your efforts to oppose its passage. 

3est personal regards. 

Yours sincerely, 
L. W. MARKHAM, General Manager. 
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CHAMBER OF COMMERCE, 
Deer Park, Wash., May 21, 1954. 
CHAIRMAN OF THE SUBCOMMITTEE ON BUSINESS AND CONSUMER INTEREST, 
Senate Committee on Interstate & Foreign Commerce, 
Senate Office Building, Washington, D. C. 


Deak Siz: Our organization would like to go on record as opposing Senate 
bill S. 1287 which reads as follows: “That section 3 of the Natural Gas Act 
is amended by inserting between the second and third sentences thereof a new 
sentence as follows: ‘It shall not be deemed to be consistent with the public 
interest to authorize the exportation or importation of natural gas in any case 
where the Commission finds that such exportation or importation will result 
in economic dislocation, unemployment, or injury to competing fuel industries 
in the United States’.” 

We feel that this type of legislation would tend to restrict the norinal inter- 
change of goods and services between the United States and Canada, and that 
British Columbia and Alberta may prove to be the most economic sources from 
which Oregon, Washington, Montana, and Idaho can obtain a supply of natural 
gas. 

Very truly yours, 
ROBERT BE. WARNER, 
Secretary and Treasurer. 


IDAHO MINING ASSOCIATION, 
Boise, ldaho, May 7, 1954. 
Hon. JOHN W. BRICKER, 
Chairman, Senate Interstate and Foreign Commerce Committee, 
Senate Office Building, Washington, D. C. 


Dear Sig: Senate bill 1287 would amend section 3 of the Natural Gas Act by 
inserting a new sentence reading as follows: 

“It shall not be deemed to be consistent with the public interest to authorize 
the exportation or importation of natural gas in any case where the Commission 
finds that such exportation or importation will result in economic dislocation, 
unemployment, or injury to competing fuel industries of the United States.” 

It appears that the intent and the practical effect of this bill would be to se- 
verely restrict the discretionary authority of the Federal Power Commission 
under the Natural Gas Act and to require it to apply the ambiguous test of “in- 
jury to competing fuel industries” to the exclusion of consideration of injury to 
consumers of fuel in the United States. 

The thinly disguised purpose of the bill is to prohibit importation into the 
States of the Pacific Northwest of natural gas from western Canada, The 
States of Washington, Oregon, and Idaho are deficient in low-cost fuel, which 
is an essential to the industrial growth and development of this region. The 
Idaho Mining Association wishes to go on record before the committee as regard- 
ing the proposed legislation to be discriminatory and certainly not in the public 
interest particularly with respect to the Pacific Northwest. 

We are advised that a subcommittee of the Committee on Interstate and For- 
eign Commerce has set public hearings for May 13 and 14, and we respectfully 
urge that committee action be unfavorable to the proposed Senate bill 1287. 

Yours very truly, 
R. D. Letsx, President. 

KELLOGG, IDAHO. 


Portland, Oreg., May 17, 1954. 
Hon. JoHN W. BRICKER, 
Chairman, Senate Interstate and Foreign Commerce Committee, 
Senate Office Building, Washington, D.C. 

The Oregon Development Commission, State agency charged with the respon- 
sibility for the economic development of Oregon, strongly opposes S. 1287 now be- 
ing heard before your committee. Commission feels that it is important that 
the Federal Power Commission retain its discretion to determine such matters. 
Such a bill would in effect limit by congressional action normal foreign trade. 


JOHN W. WATT, JR., 
Executive Director Oregon Development Commission. 
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UNITED MINE WorKERS OF AMERICA, 
Washington 5, D. C., May 28, 1954. 
Re Senate bill 1287 
Mr. Rosert D. L’Hevrevx, 
Clerk, Senate Committee on Interstate and Foreign Commerce, 
Senate Office Building, Washington, D. C. 

Deak Mr. L'Heureux: On Thursday, May 13, as you will recall I testified in 
support of this bill introduced by Senator Hunt, and among other things stated in 
substance that the Montana Power Co., in its previous application for certificate 
to import natural gas from Canada in 1951 was guilty of certain subterfuges, and 
that I felt at the time of testifying that certain representations made in that 
case amounted to a subterfuge. I did not have the opportunity to hear Mr. Priest 
of the firm of Reid & Priest, who testified in opposition to the bill on Friday, May 
14. I understand, however, that he took certain exceptions to my remarks. Since 
I do not have the benefit of the transcript of the current proceedings I feel that 
I owe it to the committee and to you to submit data which I think fully supports 
the general statements made by me on Thursday the 13th. 

Accordingly, I am enclosing herewith a brief statement of facts which was 
prepared, as I recall, along in January 1952, which summarizes a memorandum 
reviewing the evidence in the Montana Power Co., case (F. P. C. Dockets G—-1712 
and G-1717) prepared on October 19, 1951, subsequent to the close of the hearings 
before the examiner in Montana. 

I am likewise enclosing a copy of this reviewing memorandum. I trust that 
you will have an opportunity to review both of these statements and include such 
portions thereof as may be pertinent in the record to be made of the hearing. 
Time does not allow me to revise them, therefore I hope that they may be helpful 
and useful in their present form. 

With best good wishes to you, I am, 

Sincerely yours, 
WELLY K. Hopkins. 


BRIEF STATEMENT OF FACTS SHOWING MONTANA POWER Co, BAp FattH ; ANACONDA 
Copper Mintne Co, Asrtitry To FuNcTION WITHOUT CANADIAN GAS; AND 
THREAT OF ALBERTA GAS TO AMERICAN COAL MARKETS 


That FPC applications filed by MPC are grunded in an alleged shortage of 
gas for ACM use; that import permits are sought for a period of only 5 years 
from April 7, 1951 (date of special Alberta act), with limited amounts each 
year ; and that MPC will be unable to supply ACM needs, except by Canadian gas; 
and that ACM will have to curtail operations if no Canadian gas is allowed. 

The proof shows: 

(1) Purchase contract held by MPC with McColl-Frontenac Co. and Union 
Oil Co. of California is not for 5 years, is not for a limited amount of gas 
(i. e., 10 billion cubic feet as alleged, but is a contract to purchase outright 
the whole Pakowki Lake field with admitted recoverable and deliverable reserves 
in excess of 406 billion cubic feet at a purchase price of $10 million. 

(2) On August 29, 1951, MPC, in writing, stated categorically that it intended 
to extend its lines into western Montana, i. e., into Missoula, etc., territory not 
now served; and that statement further showed that MPC did not, as alleged, 
intend to use Canadian gas for ACM exclusively. 

(3) MPC’s own exhibit No. 27 discloses that it does not intend to use Ca- 
nadian gas for ACM exclusively during the 5-year period of the so-called limited 
permit but, in fact, will add to its present load 5,078 new residential customers, 
514 new commercial customers, and 44 new industrial customers, with an in- 
crease in annual sales to these 3 classes alone of 1,165,640 million cubic feet, 
or a total in the 4 years remaining of the 5-year term) of approximately 5 
billion cubie feet of gas—and this in the face of the provision of the Alberta 
Act that MPC shall not extend “its existing services or supply customers not 
being served at the date of the granting of the permit or to supply any require- 
ments other than those mentioned in subsection (1)”—i. e., to ACM and ACM 
exclusively. 

(4) MPC has currently pending before the Alberta Conservation Board an 
application for an unlimited export permit to transport all of the 406 billion 
cubie feet of gas from Pakowi Lake field (and more from other fields) by the use 
of the very Same lines now involved in the so-called limited permit requested 
of the President. This is a brazen attempt to force a permit under the guise of 
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national-defense need and then to use it as a justification for an unlimited 
import permit later on. 

(5) MPC witnesses admitted they had knowledge of alleged shortages of 
gas reserves as long as 5 years ago and then, on further cross-examination, 
admitted as follows: 

(a) In the fall of 1951 MPC by construction of new lines and in competi- 
tive bidding against Montana-Dakota Utilities took on an additional gas 
load of 6 billion cubic feet per year in territory not theretofore served by it, 
including ACM operations at Great Falls, which was being served by Mon- 
tana-Dakota. 

(b) Built a gas line from Hart Mountain field to Billings and diverted 
to that point for raw boiler fuel steam purposes the entire field of 15 bil- 
lion cubic feet instead of connecting it to lines serving ACM to supply al- 
leged shortages. 

(¢) MPC has in Cut Bank and Dry Creek fields an admitted gas reserve 
of 243.1 billion cubie feet, or an 1144 years’ supply available for all cus- 
tomers, including ACM. The 15 billion cubic feet of additional gas could 
very easily be made available for ACM use, and this is feasible because the 
Billings plant is equipped to use oil or coal. 

(6) Adequate existing standby facilities for use of oil, butane and propane 
exist at ACM operations to fully take care of any possible gas deficiencies on 
peak days. This Was admitted on cross-examination by ACM Superintendents 
Lemon, Caples, and Kennard and MPC Engineer Martin, who further testified 
that ACM had used such standby facilities in the winter of 1950-51. Existence 
of such standby facilities apparently was concealed from Charles Wilson and 
Petroleum Administration for Defense. 

(7) Statistics and figures used by MPC in its own exhibits and its own testi- 
mony (as analyzed and compiled in intervenors’ exhibit No. 52) shows conclu- 
sively that the annual gas requirements of ACM (and of all of MPC’s present 
customers) from 1951-52 to 1955-56, both inclusive, can be completely satisfied 
without Canadian gas, by use of present gas supplies and appropriate use of 
standby fuel facilities, even for peak-day requirements without deficiencies and 
no shortage would appear, if at all, until 1956. The accuracy of this exhibit 
(known as the Mendell exhibit) was not challenged by MPC or FPC counsel 
at the time of hearing or in their briefs or argument and was characterized by 
the hearing examiner as the heart of the case. 

(8) Charles E. Wilson on February 16, 1951, in his communication to Cana- 
dian Defense Minister Howe, stated that MPC had on hand the pipe necessary 
to construct the line, but proof shows J. E. Corette, vice president of MPC, on 
April 12, 1951, was appealing to Wilson to assist in obtaining approval of a 
PAD application filed that day. The application, involving 11,000 tons of steel, 
was in May finally granted by PAD under pressure from Fred Searles, Wilson’s 
assistant. 

(9) The permit, if issued in the instant case, will establish a dangerous prece- 
dent in that there are now pending before FPC four other applications for gas 
import permits, i. e., Northwest Natural Gas Co., Docket G—996; Pacific North- 
west Pipeline, Docket G-1429; West Coast Transmission Co., Docket G—1526; 
and Glacier Gas Co. (wholly owned subsidiary of MPC), Dockets G—1816, 1817, 
and 1818. 

(10) Six applications are pending before the Alberta Conservation Board 
seeking permits to export gas from the Province, most of which plan and expect 
to sell that gas in United States markets extending from Oregon to Wisconsin. 

(11) Estimates of gas reserves in Alberta range as high as 10 trillion cubic 
feet and new fields are being brought in each month. 

(12) Gas imported into the United States would be tax free and directly usurp 
markets of, and displace, multiplied millions of tons of bituminous and anthracite 
coal, 


IN THE MATTER OF THE PROPOSED IMPORTATION OF NATURAL GAS BY MONTANA 
Power Co. PuRSUANT TO APPLICATIONS PENDING BEFORE THE FEDERAL POWER 
COMMISSION IN Dockets No. G—1712 ANb G—1717 


Memorandum reviewing evidence setting forth reasons why importation of 
Canadian gas should not be permitted 


The purpose of the following review of the evidence taken at hearings on the 
above-numbered dockets is to show the vital interest that the coal industry (both 
employers and employees) have in the proposed importation of Canadian gas 
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to the State of Montana; to show that such gas is not urgently required, as it is 
alleged to be, and to further show that the recommendations heretofore made by 
governmental agencies supporting such proposed importation were made with- 
out benefit of the full facts pertaining to the alleged needs of Anaconda Copper 
Mining Co., Which would be the principal beneficiary of the proposed importation. 
Presumably the gas is to be imported in conformity with the provisions of the 
Alberta Gas Export Act, which contemplates that its use will be confined to 
quantities essential to enable Montana Power Co. to supply the requirements of 
Anaconda Copper Mining Co. for the continuance of production of essential 
defense metals. The evidence shows that natural gas as a competing fuel has 
virtually displaced coal for domestic purposes in areas where natural gas is now 
supplied, and has to a large degree captured the industrial fuel market. The 
plans of Montana Power Co., as disclosed at the hearings, contemplate that the 
importation of Canadian gas will release substantial quantities of natural gus 
now used by Anaconda Copper Mining Co., thus permitting Montana Power 
to increase its sales to new customers not presently supplied with natural gas, 
which would be contrary to the provisions of the Alberta Gas Export Act. 


Effect on the coal industry 

There are tive commercial rail-connected coal-producing mines in the State 
of Montana (tr. 15538-1554). <A relatively small amount of the total coal pro- 
duced in Montana (6%4 percent) is produced by mines served by trucks. A 
mujor portion of the total production comes from captive (railroad) mines 
(exhibit 54). Im the year 1944, commercial rail-connected mines produced 
1,209,235 tons of coal. In 1950, this production had been reduced to 416,147 
tons, a continuous annual decline. In 1944, captive mines produced 3,495,123 
tons, Which was reduced to 1,978,606 tons in 1950. Total tonnage produced in 
the State over that period dropped almost 50 percent (exhibit 54). The number 
of men employed by the 4 principal rail-connected mines dropped from 595 in 
1944 to 345 in 1950 (exhibit 56). The average number of days which the mines 
worked per year declined from 276 in 1944 to 150 in 1950. The number of man- 
days worked by the same mines declined from 181,410 in 1944 to 58,218 man-days 
in 1950 (exhibit 56). In the year 1920 there were 21 rail-connected producing 
wines in the State of Montana (tr. 1649). Montana coal finds a relatively small 
market outside of that State. In 1950, sales of Montana coal in other States 
represented 24 percent of the total output (exhibit 57). 

Production of Montana coal mines is rapidly reaching the stage where the 
nines can no longer be operated profitably. One of the larger mines, which 
produced nearly 500,000 tons of coal in 1944, was down to 181,192 tons in 1950 
(tr. 1620, 1636). This company has reduced its operating expenses and effected 
economies to the extreme limit (tr. 1686). On the basis of its present production 
it cannot operate profitably (tr. 16837). Another mine, which produced 55,710 
tons in 1945, was reduced to the production of 13,917 tons in 1950 (tr. 1668). A 
further reduction in production of as little as 10 percent would probably close 
the mine (tr. 1712). Another mine, which produced 226,035 tons in 1946, was 
down to 123,891 toms in 1950 (tr. 1720). If the declining trend of production 
continues at this mine it will be a very short time before the mine will have to 
he closed (tr. 1732). It represents a million-dollar investment (tr. 17387). An- 
other mine, which produced 150,694 tons in 1944, produced only 75,000 tons in 
1950 (tr, 1750-1751). A major difficulty confronting the mine operators is that 
fixed charges for maintenance, pumping, taxes, and.other similar items cannot 
be further reduced. 

That bituminous-coal production at high levels is absolutely essential during 
times of national emergencies will not be disputed by anyone. The Montana 
mines made substantial contributions to the fuel requirements of war industry 
during World War II, including among many other defense establishments the 
Atomic Energy Commission plant at Hanford, Wash. (exhibit 58; tr. 1652, 1680, 
1722, 1757, 1782-1783). If it becomes necessary to close down the mines it 
would be economically difficult, if not impossible, to reopen them so as to have 
them in position to again supply the fuel needs of essential defense establish- 
ments (tr. 1640, 1731). 

That natural gas has been principally responsible for the diminution of coal 
production in Montana is clearly evident from the record. Montana Power Co. 
commenced to distribute natural gas in Helena, Butte, Bozeman, and other 
cities in Montana in 1931. In 1930 one of the larger mining companies shipped 
15.982 tons of coal to the city of Helena; in 1950 that company shipped 2, 
tons to that city. In 19380 the company shipped 64,088 tons to Butte, Mont., and 
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in 1950 it shipped no coal to that city. In the year 1930, it shipped 10,071 tons 
to Bozeman and in 1950 it shipped 1,404 tons, This represents an aggregate 
reduction in coal shipments to the 8 cities over the period mentioned of approx- 
imately 90 percent. Other companies had similar experiences. Some mines have 
been completely shut down in recent years and communities have been converted 
into virtual ghost towns (tr. 16383-1634, 1775). 

Notwithstanding the alleged serious depletion of Montana gas reserves avail- 
able to Montana Power Co., it is Continuing to expand its markets and sales 
with increasingly serious adverse effects on the Montana coal industry. In 
the fall of 1950, Montana Power, in the face of its alleged known shortage of 
gas reserves, constructed a line between Butte and Bozeman, Mont., thereby 
connecting two previously separate system segments. The immediate effect 
of this was to displace approximately 60,000 tons of bituminous coal a year 
at the Ideal Cement plant located at Trident, Mont. The Montana Coal & 
Iron Co., which had served the Ideal Cement plant with coal for more than 
20 years (tr. 1641), sold that company 51,651 tons of coal during the first 
1042 months of the year 1950. The Ideal Cement plant converted to natural 
gas on an interruptible basis on November 15, 1950. In addition to attaching 
the Ideal Cement plant, Montana Power initiated natural gas service at the 
same time in five new communities in southern Montana. As a result of 
the sale of gas to the Ideal Cement Co., 65 mineworkers lost their jobs (tr. 1627). 
It is no longer possible to sell the slack coal, which of necessity is produced 
aus the mine is operated. This coal is wasted and, in addition, the expense 
of disposing of it by hauling it from the mine has been imposed upon the 
operator (tr. 1645-1646). The Ideal Cement Co. had purchased this coal. Prior 
to the advent of natural gas the Ideal Cement plant had accounted for 27 per 
cent of the sales of the Montana Coal & Iron Co. (tr. 1646). Another company, 
which had sold the Ideal Cement Co. from 38,500 to 5,000 tons per year, has 
entirely lost that market and every pound of industrial coal which was pre- 
viously sold to the cement Company is now wasted because there is no market 
for it (tr. 1670-1671). Another company, which has been selling coal to an 
Army Air Force base near Great Falls, Mont., has lost that sale to natural 
eas (tr. 1769). This displacement resulted from the fact Montana Power Co. 
has entered into a contract with the Aanconda Copper Mining Co. for supply- 
ing up to 10 million cubic feet of gas per day at its Great Falls reduction and 
refining plant. This contract was obtained in September 1950 by underbidding 
Montana-Dakota Utilities Co. The Montana-Dakota Utilities Co., with the gas 
released from the Anaconda company’s Great Falls plant which it had pre- 
viously served, underbid Montana Power for the sale of gas to the Army Air 
Force base, thus depriving a small-mine operator of his principal source of 
revenue, The contract for the sale of coal will terminate in February 1952 
(tr. 1771). A mine crew of 15 or 16 men will thus be reduced to 2 men (tr. 
1768-1771). 

Another quite imminent threat to the continuity of operations of two of the 
mines arises from the diminution of coal tonnage handled by the Montana, 
Wyoming & Southern Railroad Co. This is a small railroad, 32 miles in length, 
extending from Bridger, Mont., where in connects with the Northern Pacific 
Railroad (tr. 1843), to the Montana Coal & Iron Co, and Brophy Mining Co. mines 
at Bear Creek, Mont. (tr. 1834). This railroad company has an investment in 
excess of $2 million and 95 percent of its tonnage and revenue comes from hauling 
coal (tr. 1835). It is the only railroad serving the two mines. It handled all 
of the coal shipped by those mines to the Ideal Cement Co. at Trident, Mont. In 
January 1951 it handled only approximately 1,000 tons for the Ideal plant (tr. 
1837). In the year 1944, this railroad haulded 593,428 tons, which had been 
reduced in 1950 to 182,927 tons; for the first 8 months of 1951, it handled 86,795 
tons and in the same period it lost $37,952.34 (tr. 1839). It will not be able to 
continue its operations on the business done in 1950 (tr. 1840). If the railroad is 
forced to cease operations, Montana Coal & Iron Co.'s mine will be reduced to a 
truck mine “and no large mine can exist wholly on truck business” (tr. 1659). 
It is crystal clear that the Montana coal industry cannot continue to meet with 
this type of competition and survive. 

The fears of the Montana coal industry have been heightened by a disclosure of 
the plans of Montana Power Co. in the event that it should obtain Canadian gas 
as contemplated in the present case. This phase of the matter will be discussed 
in greater detail hereafter. It is sufficient to point out here that the procure- 
ment of 10 billion cubic feet of gas per year from Canada will not only permit 
Montana Power to meet the full requirements of Anaconda Copper Mining Co., 
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but will enable it to continue the normal expansion of its sales if the presently 
planned use of its gas supply is brought to fruition. 

Exhibit 27 discloses that in 1950 Montana Power served 28,556 residential 
customers. By 1956 this number would be increased to 33,634 such customers. 
During the same period of time its commercial customers would be increased from 
3,162 to 3,676, and its industrial customers would be increased from 238 to 282. 
Correspondingly, its annual sales to domestic, commercial, and small industrial 
customers would increase from 7,757,222 thousand cubic feet to 8,922,862 thousand 
cubie feet. Most of this increase would be for residential heating. Montana 
Power presently serves in excess of 30,000 domestic customers, most of whom use 
natural gas for heating their homes (tr. 1072). Based on the experience in 
Helena, Butte, and Bozeman, as outlined above, it can be readily appreciated 
that the domestic sales of coal for heating purposes will be reduced if this plan 
should materialize. It is reasonable to assume that an equally serious effect 
would result from the increased commercial and small industrial sales. It is 
for that reason, among others, plus the fact that Montana Power Co.’s plans 
appear conclusively to conflict with the letter, spirit, and intent of the Alberta 
Gas Export Act, that the coal industry vigorously opposes the importation of 
natural gas. 

At the time of the hearing in Dockets G-1712 and G-1717 applications had been 
filed with the Federal Power Commission by Northwest Natural Gas Co. in 
Docket G-996, Pacific Northwest Pipe Line Corp in Docket G—1429, and West- 
coast Transmission Co., Inc., in Docket G—1526, all seeking authority to import 
natural gas for service in the States of Idaho, Washington, and Oregon. Appli- 
cations filed by. affiliates of these companies are pending before the Alberta 
Conservation Board for permits to export gas. On October 15, 1951, in con- 
formity with the general purposes of its previously announced plans Montana 
Power Co., acting through its wholly owned subsidiary, Glacier Gas. Co., filed 
applications with the Commission in Dockets No. G—1816, G—1817, and G—1818. 
These applications, which include one for a Presidential permit under Executive 
Order No. 8202, propose the importation of Alberta gas from the Pincher Creek 
field to serve western Montana, northern Idaho, and eastern Washington. There 
is also now pending before the Alberta Petroleum and Natural Gas Conservation 
Board the application of Western Pipe Lines, Ltd., to export gas to the States of 
Minnesota and Wisconsin. 

The coal industry fears, justifiably, that permission to import gas into Montana 
will be used as an opening wedge for the further importation of Canadian gas to 
supplement the diminishing reserves of the United States, as a result of which 
not only will the Northwestern coal producers and their employees sustain severe 
losses, but such losses will spread to other coal-producing areas of the country. 


MONTANA’S POWER (©O.’S PLAN OF OPERATION 


Under date of June 14, 1950, Montana Power entered into a contract with 
McColl-Frontenac Oil Co., Ltd., and Union Oil Co. of California for the purchase 
outright of gas reserves from the so-called Pakowki district of southern Alberta 
(item A, attached to application G—1712, as exhibit E). The estimated market- 
able reserves under this contract aggregate in excess of 400 billion cubic feet 
(exhibit 2, p.2). The purpose in obtaining control of these reserves is set forth 
in paragraph 6 of such contract. This paragraph states in part: 

“The principal purpose of buyer in entering into this contract agreement is the 
acquisition of the properties as an additional reserve for the supplying, at a 
reasonable profit, of its customers with natural gas for industrial, commercial, 
and domestic purposes by means of its presently existing transmission and 
distribution systems and any expansions thereof now being, or hereafter to be, 
made.” 

In August 1950, MeColl-Frontenae and Union of California filed an application 
with the Alberta Petroleum and Natural Gas Conservation Board for an unlim- 
ited permit to export the reserves covered by the contract above referred to, 
to the State of Montana for sale to Montana Power Co. On January 21, 1952, 
the Alberta Conservation Board postponed action on the McColl-Union applica- 
tion, as well as on other applications for export permits then pending before it, 
to September 1951. As the result of intercession by Mr. Charles E. Wilson, 
Director of Defense Mobilization for the United States, the Alberta Parliament 
adopted the Gas Export Act, which became effective April 7, 1951. A copy of this 
act is attached to the application in Docket G—1712 and designated as exhibit G. 
It was admitted to the record in these proceedings as item B (tr. 188). In section 
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3 of this act the conservation board, subject to the provisions of the act, is given 
authority to grant a permit for the removal of gas from the Province “which is 
essential to enable continued production by the Anaconda Copper Mining Co. of 
copper, zinc, manganese, and other minerals vital to defense.” Section 4 provides 
that the permit may authorize the gas to be delivered to the Montana Power Co. 
“for use or consumption in the mining, smelting, reduction, and refining opera- 
tions of the Anaconda Copper Mining Co.” Section 8 (1) requires that the gas 
“shall be used exclusively to enable the Montana Power Co. to meet the require- 
ments of the Anaconda Copper Mining Co. * * * to the extent that the Montana 
Power Co. is unable to do so from its own reserves of gas.” Section 8 (2) 
provides that “if the board is of the opinion that the Montana Power Co. is 
using the gas so removed to enable it to extend its existing service or to supply 
customers not being served at the date of the granting of the permit or to supply 
any requirements other than those mentioned in subsection (1), the board, in its 
discretion, with the approval of the lieutenant governor in council, may (a) reduce 
the annual and daily maximum quantities of gas that may be removed from the 
Province under the permit; or (b) cancel the permit.” 

As will be shown hereafter, natural gas is not essential to enable the con- 
tinued production of copper, zinc, manganese, or other minerals mined and 
processed by Anaconda. The Canadian gas will not be used exclusively for the 
mining, smelting, reduction, and refining operations of the Anaconda Copper 
Mining Co., but rather to augment the existing gas supplies of Montana Power 
Co., which would enable it not only to supply the full requirements of Anaconda 
but also to continue to expand its sales in areas now presently served by it, 
which program would be contrary to the explicit provisions of section 8 of the 
Gas Export Act. 

Notwithstanding the strict limitations placed wpon the use of the gas to be 
exported from Canada under the terms of the Gas Export Act, Montana Power Co. 
sought to expand its showing under the application filed in Docket G—1712 in an 
effort to obtain a general permit from the Federal Power Commission and the 
President of the United States to import without limitation all of the gas pro- 
posed to be purchased in the Pakowki area, This was done on the assumption 
that the Providence of Alberta would at some future time permit exportation 
Without limitation as to the quantity or use of gas. In the face of opposi- 
tion from the representatives of the coal industry and railroad employees and a 
probable adverse ruling by the presiding examiner, this plan was temporarily 
abandoned (tr. 9-13; 15-20; 25-80; 38-389; 48-45; 50-55; 58-68; 71-79; 89-92) 
to be followed, as recently disclosed, by the filing of applications in Dockets 
No. G-1816, G-1817, and G-1818. 


Visinformation furnished Mr. Wilson 


As hereinbefore stated, the Alberta Gas Export Act was passed at the request 
and upon representations made by Mr. Charles f. Wilson. This is confirmed by 
the letter of September 10, 1951, as part of exhibit 61. Under date of February 
15, 1951, Mr. J. E. Corette, vice president of Montana Power Co., addressed a 
letter to Mr. Frank E. Searles, assistant to Mr. Wilson, in which it was stated 
that at Mr. Searles’ request he was enclosing certain newspaper clippings and 
other matter, including a letter dated February 7 and addressed to Capt. W. B. 
Thorpe, who is connected with the Munitions Board in Washington, D. C. (tr. 
2823-2824). The Wilson letter was sent to Hon. ©. D. Howe, Canadian Minister 
of Trade and Commerce, on or about February 16, 1951 (letter September 10, 
1951, exhibit 61). 

In the letter of February 7 written by Mr. F. W. Bird, president and gen- 
eral manager of Montana Power Co., it was stated that “We believe that the 
immediate export of Pakowki Lake gas to Montana * * * is vitally necessary 
to the continued production of copper, zinc, manganese, and other minerals in 
Montana because: First, gas delivered to Anaconda Copper Mining Co.’s mining 
and smelting operations will have to be drastically curtailed unless Canadian 
gas is exported to Montana * * *, Third, the mining operations at Butte and 
the refining and smelting operations at Great Falls and Anaconda have all used 
natural gas for the past 20 years. The facilities for storing and supplying any 
other fuel and the coal-producing properties of Anaconda Copper Mining Co. 
were dismantled or disposed of almost 20 years ago and shortly after gas service 
started. The task of reconverting these properties for the use of other fuel, 
of building storage facilities, coal-pulverizing equipment, etc., would be one of 
great magnitude * * *, Fifth, certain metallurgical processes were designed 
for the use of gas. Consultation with metallurgists of Anaconda Copper Mining 
Co. indicates that they do not know whether some of these processes would pro- 
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duce satisfactorily with other types of fuel. An example is the manganese 
kiln * * * this kiln was designed and the process developed within recent years 
on the basis of using gas for fuel and the metallurgists advise that an unknown 
but extensive amount of research and experimental work would be required 
to ascertain whether this operation could be carried on with any other fuel,” 
and further “Canadian gas can be made available to the essential defense industry 
in Montana by the fall of 1951 and drastic curtailment can be avoided if the 
Dominion and Alberta governments would give their approval to exporting 
Pakowki Lake area gas.” 

As will be shown later, the representations quoted above have no basis in fact. 
This highly colored picture of the threat of discontinuance of the production of 
essential defense materials did apparently actuate Mr. Wilson to take prompt 
action, for we find that upon February 23, 1951, Mr. Corette wrote to Mr. Searles, 
advising that Montana Power had heard from associates in Canada that Minister 
Howe had received a letter from Mr. Wilson setting forth the importance of 
granting an export permit (tr. 2825) 

As shown by the testimony and exhibits of Montana Power's own witnesses, 
there is no “immediate” need for the importation of Canadian gas and it is 
not “vitally necessary to the continued production of copper, zinc, Manganese, 
and other minerals.” Anaconda Copper Mining Co.’s operations will not have 
to be “drastically curtailed unless Canadian gas is exported to Montana.” 
“Facilities for storing and supplying” oil at Butte and Great Falls have not 
been dismantled or disposed of. There is no need for “building storage facilities.” 
The fact of the matter is that storage, distribution and burning facilities for 
the use of oil have been kept intact ever since natural gas was substituted for 
oil as a fuel. While it is true that one metallurgical process was designed for 
the use of gas, that same process can be readily performed with oil. References 
to the record hereinafter given show that the evidence contirms these latter 
statements without question. In view of the apparent hesitancy of the Alberta 
Government to permit this exportation of gas, and in the light of the strict 
limitations placed upon its use, it seems entirely likely that if Mr. Wilson had 
known of the standby facilities maintained by Anaconda Copper Mining Co, 
and the improvident and reckless disregard of realities indulged in by Montana 
Power Co. in attaching in 1950 an additional annual load aggregating approxi- 
mately 6 billion cubie feet in the face of its alleged depletion of Montana 
reserves, he might well have refused to recommend to the Canadian authorities 
the passage of legislation which led to the issuance of an export permit. Even 
ut this date, as a matter of keeping faith with Canada, it would seem that 
Mr. Wilson should take steps to withdraw his request and repudiate the false 
claims of Montana Power that Canadian gas is urgently needed by Anaconda 
for the production of essential defense materials. 


Natural gas not essential for Anaconda’s purposes 


Anaconda has three major operating segments. At Butte, Mont., its activities 
are devoted almost solely to the mining of copper, zinc, manganese and, to a 
minor degree, other mineral substances. At Anaconda, Mont., it operates a 
reduction plant processing these minerals and at Great Falls it operates a reduc- 
tion and refining plant. The Anaconda plant uses natural gas exclusively and has 
no standby facilities. At Butte, practically all of the natural gas is used for 
boiler fuel (tr. 501). At Great Falls, a substantial portion of the natural gas 
is so used (tr. 381-882). Oil can be used at Great Falls as a fuel for all 
purposes (tr. 420). 

The plant at Great Falls, which was constructed in 1892, used coal exclusively 
until 1922 (tr. 378). In 1922 it converted to oil and first started using natural 
vas in 1928 (tr. 257). In the electrolytic refining processes gas “is used nearly 
entirely for the generation of steam” (tr. 252). “Has used coal and oil for the 
same purpose” (tr. 252). For heating wire bar preparatory to rolling it into 
copper bars, either oil or gas may be used (tr. 254-255). The same is true of 
annealing and heat treating and other special processes (tr. 254, 255, 384). The 
wire mill was originally started on oil and converted to natural gas (tr. 255). 
Natural gas is not essential to the production of tinished copper (tr. 419). Asa 
matter of fact, natural gas is not necessary at all at the Great Falls plant. “The 
only factor of consequence as distinguished between oil and gas would be the 
price factor” (tr. 420). The electrolytic zinc plant at Anaconda, Mont., is of 
the same type as the one at Great Falls (tr. 259, 312). The plant at Anaconda 
has been using gas since 1931 (tr. 315). It had previously used coal (tr. 317). 
Natural gas is not essential at Anaconda as oil could be used (tr. 596-597). The 
change from coal to gas at Anaconda was made for reasons of economy (tr. 609). 
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In Mr. Bird's letter of February 7 to Capt. W. B. Thorpe, special stress is 
made of the claim that natural gas is essential to the operation of a manganese 
kiln. The manganese operation is comparatively new at Anaconda, having been 
developed during World War II (tr. 313). Oil could be used for this process 
(tr. 580, 617, 618). Large quantities of natural gas are used at the Anaconda, 
Mont., plant for steam generation (tr. 584-585). At Butte, the operations are 
practically all mining (tr. 809, 496), and practically all of the gas is used for 
boiler fuel (tr. 505). There can be no question but what natural gas is not 
essential for the generation of steam. Either fuel oil or coal could be used at 
Butte (tr. 288). It is not essential that they have natural gas (tr. 514). For 
actual mining operations at Butte, electricity could be used (tr. 558-559). Elec- 
tricity is used to a certain extent at the present time (tr. 507-508). 

As has been noted, the Gas Export Act was based upon the assumed essentiality 
of natural gas “to enable the continued production * * * of copper, zinc, man- 
ganese, and other metals vital to the national defense.’ The unequivocal evi- 
cence presented by the expert witnesses on this subject clearly demonstrates 
that natural gas is not essential to the operations of the Anaconda Copper Mining 
Co. The testimony concerning the operations at the Great Falls plant was pre- 
sented by Mr. Russell B. Caples, manager of the Great Falls plant and an em- 
ployee of that company in various capacities at Great Falls since 1916. The 
evidence concerning the plant at Anaconda was given by the assistant manager 
of the plant who has held an administrative position with the company for 25 
or 30 years (tr. 312). Testimony concerning the Butte operations was pre 
sented by the chief engineer of Anaconda Copper Mining Co., who has been 
employed by that company since 1914. 

Canadian gas will not be used exclusively for Anaconda Copper Mining Co. 

This matter was dealt with on pages 5-6, supra, where it is shown conclusively 
that Montana Power will use this gas to augment its present supply for general 


distribution, including the attachment of new customers, which would be con- 
trary to the provisions of section 8 of the Gas Export Act. 


fontana Power could continue to serve Anaconda from its present reserves 


As will be shown hereafter, the Anaconda Copper Mining Co. has sufficient oil 
standby to enable it to continue production without interruption at all times and 
certainly without the slightest difficulty, if and when the peak-day requirements 
for natural gas on Montana Power's system necessitate gas curtailments. The 
Montana Power Co. has expressed great concern over its alleged inability to con- 
tinue to supply fuel for essential defense purposes in the absence of additional 
gas supplies from Alberta. It has known the extent of its available Montana 
supplies for several years (tr. 172,180). Exhibit 3, introduced in Docket G—1712, 
gives an estimate of the natural gas reserves in the State of Montana presently 
available to the applicant as 2438,100,000,000 cubic feet. Exhibit 27 shows that 
the actual sales of gas by the applicant, Montana Power Co., in 1950 were 
16.6 billion cubic feet. It is estimated that in 1952 the sales will aggregate 
approximately 21 billion cubic feet. Montana Power, therefore, has presently 
in reserve the equivalent of more than 11% years of gas supply, based upon its 
estimated 1952 requirements. It is continuously seeking for additional reserves 
in the United States and has recently acquired an additional 15 billion cubic 
feet in the Hart Mountain field of northern Wyoming, with additional reserves in 
prospect in the same field (tr. 1241 et seq. ). 

The applicant’s solicitude for its natural gas customers, so far as preservation 
of gas reserves is concerned, has a false ring when considered in the light of its 
recent conduct. In the fall of 1950, in the face of what Montana Power contends 
is a serious depletion of its natural gas reserves, it attached to its lines the Ideal 
Cement Co. at Trident, Mont., for the sale of gas on an interruptible basis aggre- 
gating 1,500,000,000 cubic feet per year. It also attached the Victor Chemical 
Co. at Silverbow, Mont., for the sale of gas on an interruptible basis aggregating 
800,000,000 cubic feet per year (exhibit 27). In addition, it attached five new 
communities. 

On September 25, 1950, Montana Power entered into a tirm contract with 
Anaconda Copper Mining Co. for the sale and delivery to that company of up to 
10,000 thousand cubic feet per day for use at Anaconda’s Great Falls refinery 
(exhibit 26). In order to make this sale, Montana Power constructed a 12-inch 
O. TD. pipeline approximately 85 miles in length (exhibit 5) into an area 
served by a competing natural gas company against which it bid for the con- 
tract (tr. 1440). In addition, Montana Power bid unsuccessfully to supply 
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300,000 thousand cubic feet of natural gas a year for the Army Air Force base 
located in the vicinity of Great Falls. The contract was awarded to Montana- 
Dakota Utilities Co. (tr. 1431-1433). The attachment of these new customers, 
as stated above, apparently was made with flagrant disregard for the effect that 
this added consumption would have upon the availability of gas for future 
use by its domestic and commercial customers, as well as for national defense. 
Instead of putting its newly acquired Hart Mountain reserves into its general 
system, which it could do very readily, Montana Power plans to use the natural 
gas for boiler fuel in a newly constructed electric generating plant at Billings, 
Mont. (tr. 1241 et seq.). 


Canadian gas not required for continued defense production 


As clear proof of the flagrant misrepresentations made to Mr. Wilson by 
Montana Power and transmitted by him to Mr. Howe, attention is directed to 
the evidence which demonstrates conclusively the ability of Anaconda Copper 
Mining Co. to carry on without interruption or diminution of production of 
mineral products. It will be remembered that in the letter of February 7 to 
Captain Thorpe it was stated that immediate export of Canadian gas is vitally 
necessary to the continued production of copper, zinc, manganese, and other 
minerals in Montana. 

Montana Power has had a contract with the Anaconda Copper Mining Co. 
for service of up to 35,000 thousand cubic feet per day. This contract expired 
on September 15, 1951, and has not as yet been renewed. While it is conceiv- 
able that the applicant may refuse to renew this contract if it does not obtain 
Canadian gas reserves, there is no imminent threat of such discontinuance. 
Montana Power would not cut Anaconda off for next winter but would continue 
to serve “the amount of gas needed by them to allow them in an orderly man- 
ner” to convert to another fuel (tr. 1160). In its application to the Petroleum 
Administration for Defense, filed in connection with its effort to procure an 
allocation of pipe, Montana Power stated in effect that if the Canadian reserves 
had not been released “the Montana Power Co. would be able only to furnish 
natural gas to Anaconda for a limited time—not to exceed a year or two— 
to permit Anaconda to change over to some other type of fuel” (tr. 2835). 

Exhibit 26 is a firm contract which will require Montana Power to deliver 
up to 10 million eubie feet per day for 10 years from and including November 
15, 1950. Such contract, insofar as it relates to gas reserves, is terminable only 
if the applicant fails to deliver all or any part of the gas covered by the agree- 
ment if that failure is due to gas reserves “being materially less than is now 
estimated, and provided that seller gives to buyer at least 1 year’s notice that 
it will not be able to deliver for that reason all or part of the gas herein 
contracted for.” 

ixhibit 14 shows that the maximum day’s sales of Montana Power in the 
winter period of 1950-51 was 85,667 thousand cnbic feet. Exhibit 36 shows an 
estimated maximum day demand for the 1951-52 winter season of 90,314 thousand 
cubie feet. If gasis not obtained from Canada before next winter and assuming a 
mean temperature of 25 degrees below zero, Montana power would experience a 
maximum day efficiency of 10,614 thousand ecubie feet (exhibit 86). On its last 
peak day, January 31, 1951, the degree-day deficiency was 81, or a mean tem- 
perature of 14° below zero (tr. 1367). 

There would be very little problem in changing over from gas to oil “because 
we have used oil completely on our operations and the equipment is mostly 
intact” (tr. 269). There is no question about the availability of oil. The 
supply is obtained from the refinery of the Phillips Petroleum Co. at Great Falls 
(tr. 283-284). At Great Falls, Anaconda used a very small amount of oil last 
winter (after it commenced to obtain its supply from Montana Power) but it 
did use a considerable amount the year before (tr. 384). At times they were 
down to a few very minor uses of gas. “We would be practically entirely on 
oil” (tr. 885). Standby facilities and oil-burning equipment is available to take 
over practically the entire load (tr. 385). The Great Falls plant has about 12 
days’ effective standby supply (tr. 385; exhibit 31 shows 14 days). “When we 
are using oil we begin pulling from the Phillips petroleum refinery immediately 
and try to keep our storages full at all times.” The Great Falls plant is less 
than a mile from the refinery and deliveries are made by truck and railroad 
ears (tr. 386). The Great Falls plant has no troubie supplementing the oil 
supply as they use it up (tr. 386). Anaconda does not have to worry as long 
as it has a 12 days’ supply at Great Falls. It has an arrangement with Phillips 
to carry oil in hot storage at the refinery during the winter months “so it was 
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immediately on call for our use at any time that there was an interruption in 
the natural gas supply” (tr. 386). The Great Falls plant has had occasion 
prior to the winter before last to use oil from time to time (tr. 386). It has 
kept the storage tanks and other appliances and everything else intact so that 
they have been ready for use at any time during the entire period that the Great 
Falls plant has been using natural gas (tr. 387). The previous supplier at Great 
Falls was the Montana-Dakota Utilities Co. and the sale was made on an inter- 
ruptible basis (tr. 387-388) In the winter of 1949-50, the Great Falls plant was 
curtailed intermittently but for a very appreciable time (tr. 392). “We were 
drastically curtailed for days at a time, but rarely completely off for more than 
a few hours ata time” (tr. 392). 

For the year 1950, Great Falls used 1,547,039 gallons of oil “practically all of 
which was used during the first 4 months of 1950" (tr. 38983). In January 1950 
the Great Falls plant used 133,081 thousand cubic feet of natural gas. The 
amount of oil used during that month was equivalent to 158,249 thousand cubic 
feet of natural gas (tr. 399). Evidently 54 percent of the month's fuel require- 
ments was supplied by oil. The plant was also curtailed in October and Decem- 
ber 1949. Anaconda operates a central steam-heating plant which consumes 
approximately 62 percent of the total gas consumption at Butte (tr. 289). 
Steam generated at this plant is used almost entirely for space heating. The 
central plant is equipped to burn either gas or oil and has oil storage capacity 
equivalent to 5 days’ operating requirements (tr. 200). <A boiler plant at the 
Leonard mine is also equipped for gas or oil and is used principally for heating. 
It has storage capacity for 9 days’ operations. A boiler plant at the Emma 
mine generates steam which is used for hoisting and space heating. It is also 
equipped for the use of gas or oil and has oil storage capacity equivalent to 4% 
days’ operating requirements (tr. 490-491). In determining the amount of 
storage necessary, Anaconda relied on experience which included ability to get 
fuel oil to supplement the gas supply as it was used (tr.512). It usually obtains 
oil from the Great Falls refinery and in previous years has obtained it from 
other sources where it was immediately available (tr.512). Great Falls is about 
165 miles from Butte. Other sources are similar distances. When they start 
to use oil they immediately have the purchasing department arrange for more 
oil so that it would be there before it was needed in the event of continued 
curtailment (tr. 513). The witness Kennard, chief engineer in Montana and 
idaho for the Anaconda Co., was asked the question : 

“Question. So that you never have any doubt about being able to keep enough 
oil to keep going? 

“Answer. Well, our storages, we figure, are satisfactory for that, and if they 
proved they weren’t, why, I think we would enlarge them to that extent” 
(tr. 513). 

It takes about 24 hours to get oil replacement (tr. 513). 

“Question. Well, then, say, a 5-day supply of oil, under those conditions you 
can always keep a reserve of 4 days in your tanks, if you want to? 

“Answer. We feel we can, and we have been able to so far, I’ll put it that way.” 

If it became questionable, Anaconda would just add to its storage capacity so 
as to have a greater number of days’ supply on hand (tr. 514). The supply of oil 
from refineries has been readily available in the past “and we have no reason to 
tigure otherwise” (tr. 534). The 1950-51 maximum day requirement at Butte 
was 5,160,000 cubic feet (exhibit 29). Natural gas equivalent of oil standby 
is 4,169,000 cubie feet (exhibit 52; tr. 1542). As stated before, no standby is 
available at the plant in Anaconda. 

From the foregoing it will be seen that if Montana Power, on a peak day in 
the winter of 1951-52, should be short of its requirements by as much as 10,614,000 
cubie feet, this shortage can very easily be overcome by temporary curtail- 
ments at the Great Falls and Butte plants. There is, however, an addi- 
tional source of standby fuel which may obviate the necessity for any curtailment 
of deliveries to Anaconda Copper Mining Co. Montana Power maintains butane 
uir standby facilities at Butte capable of producing 24 million cubic feet 
per day (tr. 1874). Exhibit 23 shows an estimated peak-day requirement at 
Butte for the fifth year, including Anaconda Copper Mining Co. of 34,650,000 
cubie feet. It will, therefore, be seen that the entire 24 million cubic feet could 
be used at Butte if necessary to overcome temporary deficiencies. 

As a further means of avoiding curtailment, withdrawals from the Cut Bank 
field may be increased on peak days. Exhibit 36 shows an anticipated with- 
drawal from Cut Bank on the 1951-52 peak day of 79,700,000 cubic feet. The 
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applicant can withdraw 85 million cubic feet per day (tr. 1149). This would 
produce another 5,300,000 cubic feet with which to reduce curtailments. 

Exhibit 52, which is based entirely upon the evidence presented on behalf of 
Montana Power and Anaconda Copper Mining Co. shows that even though 
Montana Power continues to expand its sales as planned, no curtailment of pro- 
duction by Anaconda would be necessary on peak days during the winter seasons 
1951-1952 to 1954-1955, inclusive, if those two companies will utilize, to the 
limited extent required, the available standby facilities. If Montana Power were 
to operate in conformity with the provisions of the Alberta Gas Export Act and 
retrain from adding new customers, no necessity for curtailment of production 
would be necessary during the next 5 years if reasonable resort is made to the 
use of standby facilities. Montana Power's increased peak-day requirements will 
result from the attachment of additional domestic heating loads. It is not un- 
reasonable to suggest that Montana Power conform to the requirements of the 
Alberta act, ut least to the extent of refraining from increasing its residential 
heating load. This has been done and is presently being done in many sections 
of the United States in order to make natural gas available for defense purposes. 
Keeping faith with Canada 

As shown in the letter of February 7, 1951, heretofore referred to (exhibit 61), 
the policy of the Province of Alberta up to this time has been that no gas should 
be exported until additional reserves are established. The following is quoted 
from an announcement by Premier Manning of that Province: 

“7. If due to the uncertain international situation it should develop that Al- 
berta gus is needed urgently for defense purposes, the Government will give 
immediate consideration to any official request from the proper authorities, 
knowing that the people of Alberta are ready and prepared to play their full 
part in any program necessary to the security and defense of this continent.” 

That the credulity of the officials of the Dominion of Canada and the Province 
of Alberta has been seriously imposed upon is perfectly evident from the fore 
going analysis of the evidence and it would seem that under such circumstances, 
Alberta should be relieved from the performance of an obligation entered into 
under such circumstances. 


Future fuel supply for Montana 

As has been shown, there is no urgency for a Canadian natural gas supply to 
meet the needs of Anaconda Copper Mining Co. Montana Power presently has 
pending before the Alberta board, in common with other potential exporters of 
gas, applications for export permits which will be acted upon in due course and 
in conformity with the general export policy if exportation is permitted from 
the Province. There is no reason why Montana Power should be given prefer- 
ential consideration, or permitted to “get its foot in the door” by the especially 
alleged urgent national defense process that it has followed. It is still seeking 
natural gas resources in the United States and has met with some success. 
Recent developments in the Williston Basin of eastern Montana and western North 
Dakota give promise of possible future developments of gas in substantial quan- 
tities. According to the Wall Street Journal of October 10, 1951, Anaconda has 
recently brought in a gas well in northern Montana with an output of 2,500,000 
cubic feet per day. It is drilling another well in the same area. 

If it should be found that over a reasonable period of time it is impossible to 
obtain additional natural-gas reserves in the United States, it would be no great 
burden on Anaconda Copper Mining Co. if it was required to convert to either 
oil or coal. Many other plants using the identically same processes for the 
refinement of nonferrous metals do not have and never have had natural gas 
(tr. 413-418; 429-4380). While the witnesses for Anaconda Copper Mining Co. 
have stated that if they cannot obtain sufficient gas to meet their requirements 
they will use oil, it is a fact that they have negotiated for coal (tr. 1772). If 
they should eventually be required to return to the use of coal, the public interest 
of the United States would not thereby suffer. 


Conclusions 

The importation of Canadian gas into the State of Montana as planned by 
Montana Power Co. would adversely affect the Montana coal industry, which is 
presently operating on a marginal basis. A further relatively small reduction in 
coal output would cause mines to be closed. While the proposed importation of 
Canadian gas is allegedly required to enable Anaconda Copper Mining Co. to 
continue the production of essential defense metals, this assertion is not supported 
by the evidence. 
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If Montana Power Co.’s estimates as to requirements for the next 5 years are 
realistic, and if extremely cold weather is experienced, there may be necessity 
for curtailing natural-gas deliveries to Anaconda on days when Montana Power's 
space heating load is exceptionally large. Two of Montana Power's plants—one 
at Butte and one at Great Falls—are equipped with oil standby facilities which 
may be readily used as an auxiliary fuel, obviating the necessity of diminishing 
production. Montana Power can draw more heavily on its wells in the Cut 
Bank field to meet peak-day requirements. It also has standby butane air 
facilities capable of delivering as much as 24,000 cubic feet per day. In addition, 
it has 15 billion cubic feet of natural gas in the Hart Mountain, Wyo., tield which 
can be readily used for peak-day purposes and which would otherwise be burned 
as boiler fuel in an electric-generating plant at Billings, Mont. 

The conditions under which Canadian gas may be exported to Montana under 
special legislation passed for that purpose require that the gas must be essential 
to the mining, reduction, and refining of nonferrous metals. It has been clearly 
shown that natural gas is not necessary for that purpose. The same legislation 
provides that Canadian gas shall be used exclusively to enable Montana Power 
Co. to meet the requirements of Anaconda for the production of defense ma- 
terials. Under the same law the Petroleum and Conservation Board of Alberta 
may reduce the amounts of gas to be exported or cancel the permit if Montana 
Power should use any of the Canadian gas for increasing sales to customers 
not served prior to April 7, 1951. Notwithstanding these provisions of the law, it 
is the intention of Montana Power to continue to expand its sales in areas in 
which it now renders service. The whole case shows an intent upon the part 
of Montana Power to use Canadian gas largely for its own purposes, as dis- 
tinguished from the production of defense materiais. 

Representations made to Canadian authorities have been false and misleading, 
and good faith with Canada would not permit the introduction of such gas into 
the State of Montana to be used for the purposes contemplated. 


UNITED STATES SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
May 19, 1954. 
Hon. WILLIAM E, PuRTELL, 
Chairman, Subcommittee on Business and Consumer Interests, 
Senate Committee on Interstate and Foreign Commerce, 
Capitol, Washington 25, D. C. 

DeaR SENATOR PuRTELL: I agreed to get the attached statement prepared by 
Mr. Thomas Allen, State inspector of coal mines, Denver, Colo., into the hearing 
record on S. 1287, to amend the Natural Gas Aet. I would appreciate this being 
done. 

With kindest regards, I am, 

Sincerely, 
Ep. C. JOHNSON. 


OFFICE OF STATE INSPECTOR OF COAL MINES, 
Denver, Colo., May 12, 1954. 

Re Canadian gas importation and its effect on the coal-mining industry of the 

Rocky Mountain States. 
Hon. WILLIAM EB. PurteLt, 

Chairman, Subcommittee on Business and Consumer Interests, 

Senate Committee on Interstate and Foreign Commerce, 
Senate Office Building, Washington, D. C. 

Dear Str: You have before you the very definite problem of rendering a decision 
on natural-gas importation from a neighboring country into the northwestern 
United States and the resulting effects on the general economy of this region if 
an uncontrolled flow of this gas is permitted to enter the fuel markets of the 
area which is at present mostly supplied by coal from the Rocky Mountain 
States. 

Colorado and New Mexico have already experienced the results of the loss 
of markets for coal during recent years because of natural gas coming from 
within their own borders and the fields of adjacent States, supplanting coal as 
u fuel. Detailed statistics showing how production of coal has fallen during 
the last 10 years, with a corresponding reduction in the number of coal miners 
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gainfully employed in the industry, have been given to you by others interested 
in the industry. These statistics show that Colorado produced 8,168,000 tons 
of coal and employed 6,771 miners in 1944; and in 1953 only produced 3,599,000 
tons of coal and employed 3,359 miners. New Mexico produced 1,744,000 tons of 
coal in 1944 and employed 1,741 miners; and in 1953 had dropped to a production 
of 540,000 tons and employed only 538 miners. 

These reductions in production have been disastrous to the economy of the 
towns and areas in the coalfields and carried a definitely depressing condition 
in business activities into towns at some distance from the immediate coal- 
mining area. 

Southern Colorado, particularly the counties of Las Animas and Huerfano 
present a tragic picture Dozens of small communities have disappeared alto- 
gether; and such towns as Trinidad, Walsenburg, and Aguilar are dead areas 
compared with their bustling, prosperous activity when coal mining was active 
in the region 

In Routt County of Colorado, Oak Creek was home to 1,000 to 1,500 coal miners. 
Now, less than 100 are employed in mining near the town. In Gunnison County, 
Colo., the town of Crested Butte, once a population of 1,500 is now paralyzed 
because of cessation of coal mining. 

Dawson, N. Mex., a town of about 3,000 a few years ago, has completely dis- 
appeared: and Raton, N. Mex., and suburbs are now only the homes of the few 
employees remaining of the 2,000 or more who engaged in coal mining and asso- 
ciated activities. 

These are only a few examples selected from the many places in these two 
States which have had their prosperity ruined by the decline of the coal industry. 
It should be noted that the coal reserves of these localities are far from ex- 
hausted. Billions of tons of coal are still in virgin ground, even without the 
millions of tons which are lost forever in the mines which have closed down and 
cannot be reopened. 

There is no doubt but that the same conditions will exist in Utah, Wyoming, 
and Montana if natural gas from Canada is allowed to take over the markets 
for coal in the Northwestern States. These States have already felt the impact 
of natural gas from domestic sources, but should foreign gas move into their 
remaining markets, their coal-mining industry will completely perish with dis- 
astrous effects on the prosperity of the mining regions and on the States as a 
whole. 

A question might be asked at this point as to whether the use of natural gas 
in place of coal will produce new industries and thus ultimately the overall econ- 
omy will be benefited. The answer is “No’’—based on the fact that no such 
condition has taken place in Colorado and New Mexico up to the present time. 

Some of the factors which might enter into your study of the influence of im- 
ported Canadian gas into the Northwestern States are as follows: 

(a) Millions of tons of coal will be lost in the mines which are abandoned. 

(b) Several thousand workers in mines, on railroads, the trucking industry 
and other activities will be thrown out of employment. Many of these workers will 
be in the age brackets of 40 to 55 years and cannot be absorbed in any other work 
because of age and lack of training. Also the fact appears to be that there is 
no industrial effort pending which might use these workers and thus the man- 
power they represent will be lost. 

(c) Many of the coal companies are comparatively small and medium-size 
operations financed by local groups and families. If the market is taken from 
them, such companies will be ruined because of total loss of their investment and 
the loss of a desire to start in other businesses. These groups are typical Ameri- 
cans who by work and effort have played an important part in building up the 
country as it is today—the best in the world. 

(d) Known natural gas reserves will not last for more than 50 years In the 
opinion of many experts in this field. Some give a little longer life than this; 
others say that with the increased use from year to year that those using this 
fuel will feel the pinch in supplies in 30 years. 

(e) The period of 50 years (d) is only a “flash in the pan” compared with the 
time we will need fuel in our national effort for continuance and improvement 
in our way of life. 

(f) Compared with this time of 50 years (d, e) the coal reserves we have 
in the Rocky Mountains will last more than 6,000 years at 4 times the present 
demand. (See attached statement.) 
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(g) Coal will have to be called upon to sustain any extra effort in national 
emergencies. If no coal mines are operated at such a time, it will take years 
to get into full production in new mines, with large investments of capital— 
approximately not less than $2 to $5 million for each mine opened up for a pro 
duction of 2,000 tons to 3,000 tons per day. (Based on rule that investment is 
equal to $5 per ton of annual production. ) 

(h) Restarted coal production needs manpower; with too few miners, or 
none at all, a crisis will present. itself by the fact that men cannot become skilled 
miners overnight. This has been proven in Great Britain where attempts to 
train the “butcher, the baker, and candlestick maker” for workers in coal mines 
by “a few easy lessons in vocational schools” has not been successful. 

(i) A well-established operating coal industry is a necessary function in sound 
economy in any nation. (See European efforts to rehabilitate coal mining.) 

(j) The coal industry and the coal miner ask for no special favors from 
the Government or anyone else. They only ask a fair break with competing 
fuels and will, as in the past, fit into any program of industrial and other develop- 
ment which may call on them for ordinary or extraordinary effort. 

Respectfully submitted. 

THOMAS ALLEN, Chief Inspector. 


Recowerable reserves of coal in millions of tons* 
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If future demand of all States is annually 100, reserves of coal will last 6,562? 
years." 
2 Bituminous Coal Annual, 1950 


2 Thomas Allen. 
®* Thomas Allen. 


THOMAS ALLEN, Chief Inspector. 





